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FOREWORD BY THE MAYOR 


r 



Mayor: Councilor TX Matwa 


Nineteen years ago, former president Mandela stepped up to the podium to make 
his address as a free man. 

He said and I quote “The need to unite the people of our country is as 
important a task now as it has always been, no individual leader is able to 
take on the enormous task on his own” 

These words remain profoundly relevant today. 

It is a great honour to report on this financial year as the Mayor of Kopanong 
Local Municipality. It is indeed a great pleasure to indicate that this year the 
municipality has started to implement better internal control systems but as 
mentioned in the Audit Report all systems are still not functioning correctly, I will 
therefore briefly report on the status of the Integrated Development Plan and 
Budget, Performance Management, Internal Audit and the Relationship amongst 
Political Office Bearers, Management and the Staff in General. 

1 IDP Process and the Budget 

The tool which guides the work to be undertaken during a financial year 
within the municipality which informs the ultimate budget was successfully 
conducted and implemented according to the relevant legislation. 
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2 Performance Management System 

A performance management system had been successfully put in place 
and had also been reviewed under the current financial year’s annual 
report. 

3 Internal Audit 

The municipality has an internal audit section and Audit Plan is in place 
but due to the non sitting of Council it is not yet approved. This problem 
will however be solved. 

4 Relationship amongst Political Office Bearers, Management and the 
Staff 

The Kopanong Local Municipality has totally changed in its political 
leadership and administration the former Speaker who was recalled and 
replaced by Cllr. MJ Moeketsi and the former Mayor who was replaced by 
Cllr. XT Matwa. One has to highlight the fact that Council meetings were 
not sitting for almost six months during the term of previous political 
leadership until the intervention by Cooperative Governance, Traditional 
Affairs and Human Settlement. 

But with the election of the new office bearers the former Municipal 
Manager was immediately suspended because of maladministration 
furthermore Exco & Council meetings are now sitting as prescribed by law. 
The relationship between the Mayor, Speaker and the Municipal 
Manager’s office are very much sound. 

We have note the impact that the external politics are having on the 
Municipal and Officials in terms of ensuring that the lives of the people we 
are serving are improved for the better. 

Fellow South Africans, we cannot promise an easy road ahead or a rapid 
resolution of economic and social challenges we face. But we know that choice 
we made set on a path of shared growth and broadening participation in a fair 
and more dynamic economy. There is hard work to be done if we are to achieve 
the transformation we seek. To travel this road with confidence we must remain 
united. 


Cllr. XT Matwa 
The Mayor 
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EXECUTIVE SUMMARY - MUNICIPAL MANAGER 



Acting Municipal Manager: MP Makau 

According to the Municipal Structures Act, Act No. 117,1998 the primary purpose of the 
municipality is: 

1 . A municipal council must strive within its capacity to achieve the objectives set out in 
section 152 of the Constitution, 

2. A municipal council must annually review 

(a) the needs of the community; 

(b) its priorities to meet those needs; 

(c) its process for invoiving the community; 

(d) its organizationai and delivery mechanisms for meeting the needs of the 
community; and 

(e) its overall performance in achieving the objectives referred to in subsection (1) 

3. A municipal council must develop mechanisms to consult the community and community 
organizations in performing its functions and exercising its powers. 

The reality is that the municipality, according to the Constitution of RSA, must amongst 
others provide sustainable services to its community. However, given the dire financial 
position of Kopanong Local Municipality it becomes a challenge to meet this objective 
unless we receive financial assistance from the Free State Provincial Government as well 
as National Government. 

Kopanong Local Municipality is one of the first municipalities that were identified by the 
Department of Provincial and Local Government to benefit from Project Consolidate, with 
this program in place the municipality has managed to identify and prioritize all 
challenges faced by it and thereafter put systems in place, and compiled a Strategic Plan 
for management. 

In the previous financial Kopanong Local Municipality adopted all financial policies 
together with the budget, and also compiled financial statements internally. The situation 
had however changed this financial year as the municipality must implement GRAP and 
consultants were appointed to implement and compile the financial statements. 
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MAP OF KOPANONG LOCAL MUNICIPALITY 
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CHAPTER ONE 


KOPANONG LOCAL MUNICIPALITY: The Broader Context 

Kopanong Municipality area covers 15247 square kilometers and is represented as a grouping of 
urban and rural areas, which stretches from Bethulie in the South East to Fauresmith in the North 
West. The new municipal area was formed in the year 2000 by the integration of Fauresmith, 
Jagersfontein, Edenburg, Trompsburg, Springfontein, Philipollis, Gariep Dam, Reddersburg, 
Bethulie and all the rural areas between these towns. These towns are mostly rural towns that 
serve the large farming activities in the area. Jagersfontein is also known for its diamond mine 
and Gariep Dam as a tourist destination. The town is situated next to the Gariep Dam, which is 
the largest dam in South Africa. Kopanong is situated in the southern part of the Free State 
Province and the climate is very hot in the summer and very cold in the winter. The area is mostly 
dry and therefore most farmers farm with sheep. 

There are no industries in the area and therefore the area is very poor with a large unemployment 
rate. 

About 62 313 people lives in Kopanong of which 9 754 households are indigent or poor people. 
As a consequence, the gross geographic product is substantially less than the national average. 
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Key Statistics 

Kopanong Locai Municipaiity 

FACTOR NUMBER 

Population (Census 2001 adjusted) 62 313 

Indigent Households 9 754 

Surface area 1 5247 km2 

Unemployment Rate 32.15% 


Unempioyment Rate 



POPULATiON DiSTRiBUTiON 
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TABLE 2: Demographic Indicators of the Population of Kopanong 


Age 

%<14 

% 15-34 

%35-64 

%>65 

Census 2001 

31.40 

33.63 

28.14 

6.84 








Age 


31.4 % of the population of Kopanong is 14 years of age or younger and in total 93.16 % of the population 
are people who are still in school or economically active. This will have a huge pressure on education and 
job creation. 

The following graph displays the income levels of the people living in Kopanong as received from the 2001 
Census: 
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KOPANONG LOCAL MUNICIPALITY: Economy 


The Free State Province is the third largest province in land area in South Africa and it covers some 129 480 
square kilometers. The province has the second smallest population in South Africa, roughly 2.7 million 
people which are 6.66% of South Africa’s 40.5 million people. 

Within the Free State Province context the area within the jurisdiction of Kopanong contributes mostly in the 
form of agriculture. The main farming in the area is sheep farming although game farming is increasing. 

In Kopanong 56%, of the household’s monthly income is below R 1 100.00 per month and 80.63% of the 
households in Kopanong are earning less than the household subsistence level (+ R1 500 per month). 

The main reason for this is that there are no industries or large businesses in the area and most people work 
on the farms or in private houses. 

KOPANONG LOCAL MUNICIPALITY: Human Capacity Development 

As has been seen previously 31.4% of the population of Kopanong is below the age of 14 years and 
therefore education will have to play a large role in the future. The current status regarding facilities is as 
follow: 

TABLE 3: Education Facilities 


Town 

Creches 

Primary 

Combined 

Secondary 

Edenburg 

4 

2 

1 

1 

Trompsburg 

3 

3 

0 

1 

Reddersburg 

3 

1 

0 

2 

Springfontein 

2 

2 

0 

1 

Bethulie 

3 

1 

1 

1 

Gariep Dam 

1 

1 

0 

0 

Philipollis 

2 

2 1 

1 

1 

Jagersfontein 

4 

2 

0 

[ 1 

Fauresmith 

4 

2 

1 

1 

Total 1 

26 

16 

4 
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KOPANONG LOCAL MUNICIPALITY: Health and Safety 


Kopanong’s social problems include ill health, which is linked to poverty and poor living conditions. 
Population estimates for the Kopanong area will show dramatic changes within the next 10-12 years 
because of the high FIIV/AIDS component. According to a study done by the Rhodes University the annual 
growth rate will decrease from 3.87% in 2001 to 1.77% in 2011 and to 0.28% in 2021. It has therefore 
become essential for the municipality to consider becoming properly conversant with the FIIV/AIDS 
pandemic, and its negative impact on population growth and to ensure that proactive measures are taken 
with regard to social support services such as clinics, orphanages, awareness campaigns and other ways to 
tackle the health issues. 

KOPANONG LOCAL MUNICIPALITY: Infrastructure and Basic Services 

The infrastructure in Kopanong is not in a good standard due to very little maintenance. This was caused by 
the cash flow situation of the municipality and also that there was no maintenance plan. Although the 
maintenance has improved during the year under review, it is still not up to standard. The municipality will 
address this problem in future budgets. 
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KOPANONG LOCAL MUNICIPALITY: Social Capital 


Social networks including community groups, extended families and traditional structures are important for 
people to sustain their livelihoods, particularly poor people. These networks are vital building blocks that help 
build community cohesion and resilience. For the population of Kopanong there exists a number of these 
structures in which the population can take part, such structures are churches, choirs and religious clubs, 
political parties, burial societies, sport clubs, etc. 

KOPANONG LOCAL MUNICIPALITY: Natural Resources & its Environment 

Kopanong covers over 15 247 square kilometers, comprising nine towns and surrounding rural areas. There 
are no large-scale environment problems at present however the main environment threats are as follows: 

• Pollution - In door quality in some dwellings that are not well ventilated and where wood and 
paraffin is used as source of fuel. 

• Urbanisation has resulted in human settlement patterns far from economic opportunities. 

• Increased demand and lack of access to resources. 

• The impact of HIV/AIDS and poverty. 
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CHAPTER TWO 


Kopanong Local Municipality: Towards Effective Service Deiivery And 
Sound Financial Management 

The Local Government Election of 5 December 2000 ushered the Municipalities in new era of 
developmental mode. This final transformation stage presented a number of enormous 
challenges. The Municipality had to deal with a plethora of issues. It had to amalgamate 9 towns 
administration viz. Bethulie, Edenburg, Fauresmith, Gariep Dam, Jagersfontein, Philipollis, 
Reddersburg, Springfontein and Trompsburg. 

Although this was a tremendous task, the municipality had succeeded into transforming all the 
administrations into one, except for the following few challenges: 

Asset Register 

An asset register had now been compiled and forms part of the financial system. The biggest 
challenge is to ensure that the register is fully GRAP compliant and a large amount of work still 
needs to be done on the infrastructure assets. 

Rationalization Of The Human Resource 

The municipality has completed the job evaluation process to ensure that all staff in the same 
positions is on the same salary scales. The municipality is busy with the process of allocating the 
different posts to the relevant salary levels where after it will be submitted to Council early in 
2010 for approval. 

The municipality has also succeeded in entering repayment agreements with the pension funds 
of employees and they have now started to pay out the pension of employees that must retired or 
are medically unfit for duty. This will improve the productivity of the municipality as younger 
workers can now be employed. 

Institutional Transformation 

The municipality had succeeded into reviewing the IDP successful with the help of consultants. 
The 5 annual Performance Management Report had also been completed although there are still 
large problems with the PMS System. The system will be fully reviewed and implemented in the 
2009/10 financial year. 

The municipality’s budget has been changed to ensure that it is in the new format and that it is 
based on cash as prescribed by the MFMA. 

Key Challenges Facing The Municipality 

Kopanong Local Municipality’s economy is very weak with only agricultural activities as its main 
economic activity. Currently the unemployment rate stands at 32% in terms of the 2001 census. 
The above factors place a large task on the Municipality to revive its economy in order to create 
job opportunities. The key challenges for the municipality are: 

• To develop a coherent local economic development strategy to create job opportunities. 

• To ensure sustainability of the Municipality through sound administration and financial 
management. 

• Deepening participatory democracy and good governance. 

• To enhance effective service delivery to the community. 
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CHAPTER THREE 


KOPANONG LOCAL MUNICIPALITY: Executive and Council Structure 

MUNICIPAL COUNCIL 


7 Ward Councilors 
7 Party Representatives 
14 Councilors 

Speaker chairs 

council meetings 


7 Ward 
Committees 
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EXECUTIVE COMMITTEE 


Mayor 

2 Councilors 

Chaired by Mayor 

3 Section 79 Committees 



Councilor A J van Rensburg 
Executive Committee Member 


Councilor P Mdlokovane 
Executive Committee Member 
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Function: 

Kopanong Executive Committee and Councii 

REPORTING LEVEL 

DETAIL 


Overview: 

The three Executive Committee Members were each 
assigned a portfolio committee established in terms of 
Section 80 of the Structures Act, consisting of Councilors 
representing various political parties in Council. Section 80 
Committees were expected to meet regularly and discuss 
those matters referred to them by Management and the 
Executive Committee in order to provide advice and 
recommendations for the Executive Committee to exercise 
those powers delegated to the Executive Committee by the 
Council or for the Executive Committee to make further 
recommendations to the Council on those matters where 
the delegated powers vest with the Council. 


Function: 

The function of the Executive Committee and Council of 
the Kopanong Local Municipality is administered as follows 
and includes: 



Ward Committees: 



Their primary role is to identify development priorities of 
their communities and make recommendations to Council 
through the ward councilor, who is the chairperson. In this 
way, ward committees enhance community’s aspirations 
and hopes. They also serve as grass root governance 
tools for deepening local democracy and empowering the 
people. 


Analysis: 

Distribution of Seats in the Kopanong Municipal Council: 



African National Congress (ANC) 

11 


Democratic Alliance (DA) 

2 


African People Congress (APC) 

1 


Councilor Details: 

Total number of Councilors 

14 


Number of Councilors on Executive Committee 

3 


Ward Details: 

Total number of Wards 

7 


Type of Council and Committee Meetings 

Executive Committee meetings 

Financial Committee meetings 

Institutional Transformation Committee meetings 
Infrastructure, Technical & Community Committee 
meetings 

Ordinary Council meetings 

Special Council meetings 
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CHAPTER FOUR 


4.1 Vision and Mission 

By 2020 Kopanong shall be a vibrant and successful municipality that provides excellent, sustainable and affordable 
services and which is governed in participatory, democratic and accountable manner 

The mission: 

■ The Council shall ensure that it upholds the principles of good governance "in a transparent and accountable 
manner" 

■ Financial viability is achieved by strengthen its revenue base 

■ Promote working relations with other stakeholders and the community at large and to 

Promote and provide effective administration and political leadership to ensure safer and healthier environment 

4.2 Key Development Objectives and Strategies 

4.2.1 KPA 1 MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 
Facilitating Department: Corporate Services 


Governance and Administration 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

To provide effective and local governance and 
administration 

Prepare, adopt and implement a local integrity 
system 

Ensure effective internal control 

To ensure the development of Municipality's 

Update and implement Municipality's work 
place skills plan 

Ensure compliance with legislation 

human resources 

Provide life skills training to employees in 
elementary positions 

Improve discipline in the work place in terms of 
published work place rules 


Prepare, adopt and implement a youth 
development programme 

Ensure effective management of the 

Municipality's assets 


OBJECTIVE 



DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

To improve the Municipality's internal and 
external communication 

Ensure that there are adequate and user 
friendly communication facilities between the 
Municipality and local communities 

Ensure effective communication between 
municipal offices in Kopanong 

Encourage telecommunication service providers 
to increase accessibility to services 

Maintain and update the Municipality's website 
regularly 

Develop a newsletter for the Municipality 


Develop a Website for the Municipality 



4.2.2 KPA 2 IMPROVED BASIC SERVICE DELIVERY AND INFRASTRUCTURE INVESTMENT 
Facilitating Department: Technical Department 

Water & Sanitation 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To provide portable water and 
sanitation services in a sustainable 
manner 

To eradicate all bucket toilet 
facilities by December 2007 

To improve the supply of bulk 
water 

To explore alternative methods for 
providing portable water and 
sanitation in rural areas 

Provide adequate sewage and water 
infrastructure 

Maintain boreholes (where maintenance 
has not been transferred to Bloem 

Water) water reservoirs, purification 
plant, pumps, reticulation networks, 
oxidation ponds and sewage 

Sewer network and bucket 
eradication 

Extension of networks to newly 
developed sites - Springfontein and 
Edenburg, Trompsburg, Bethulie & 
Philippolis 

Upgrading of communal standpipes 
as follows: Springfontein: 10 
standpipes 

House Connections Fauresmith, 
Bethulie & Springfontein 

Ensure that portable water comply 
with prescribed quality standards 

Acquire appropriate and adequate 
equipment for unblockinq sewer system 


Educate local communities about the 
cost and usage of water and sewage 
services 

Set service standards in relation to water 
and sewage services, e.g. water 
pressure and response time to enquiries 
etc. 
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OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 


Investigate the possibility of recycling 
waste water 

Consolidate and modernize current water supply, 
regulations applicable in the Municipality in line 
with DWAF's model water services bylaws 

Water services bylaws 

Improve sanitation in rural areas 

Ensure that water samples are regularly taken and 
analyzed and the results acted on 

Identify the need for improved sanitation in 
rural areas 

Negotiate with farmers on other methods of 
sanitation in rural areas 

Liaise with DWAF for funding for rural 
sanitation projects 

Communal gardens 

Sewer network and bucket eradication 


Electricity 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To ensure the provision of adequate 
and sustainable electricity services to 
all consumers 

Extend the existing electricity network 
to unserviced areas 

Ensure effective maintenance of electricity 
networks and area lighting 

Household electricity connections 

Upgrade the existing network to 
ensure sustainability 


Together with Centlec, conduct an 
awareness campaign on efficient and 
safe use of electricity 


Minimize electricity distribution losses 


Provide free basic electricity in 
accordance with current policy 


Negotiate/renegotiate service levels 
and standards for electricity provision 
with Centlec 



Roads, Streets and Storm Water 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To have good trafficable roads 
and streets in both urban 

Ensure that the municipality has trained personnel to 
construct and maintain roads ad streets 

Regularly maintain existing storm 
water drainage systems 

Upgrading of storm water in Jagersfontein, 
Fauresmith, Edenburg, Springfontein, Gariep 

Dam, Reddersburg 

Influence the Department of Roads to upgrade 

Ensure that proper traffic signs are 

Upgrade Springfontein- Bethulie road (P45/1) 

provincial roads connecting different towns within 
Kopanong 

erected properly in all roads 

Upgrade Jagersfontein - Trompsburg road 

Upgrading of access roads in Springfontein and 
Fauresmith 

Upgrading of access roads in - Jagersfontein, 
Edenburg, Gariep Dam, Reddersburg 

Influence the provincial Department of Roads to 
construct and improve bridges in rural areas and 
flyovers on the national roads 

Effectively maintain road building 
equipment 


Install storm water drainage systems where required 
and improve systems where these are inadequate 


Acquire new road building equipment 


To facilitate the provision of 
accessible public transport within 
urban and rural area in Kopanong, 
including transportation facilities 
such as taxi ranks 

Facilitate building of taxi ranks 

Facilitate law enforcement by 
provincial traffic authorities 

Ensure that transport facilities cater for disabled 
people 

Encourage transport operators to 
register with the Department of 
Transport 

Facilitate provision of public transport for farm 
workers and learners at farm schools 



Land Reform 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To facilitate equal and fair 
redistribution of land and 
previously disadvantaged groups 

Provide assistance and information to communities 
about the opportunities available to acquire land 


Development of residential sites in Reddersburg 
(200) 

Development of residential sites in Fauresmith 
(200) 

Do proper town/land use planning 


Facilitate finalization of land restitution cases 


Prepare a valuation roll in terms of the Property 
rates Act 
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Cemeteries 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To increase available cemetery space in 
all towns 

Identify, required/set aside suitable land for 
new of extension of existing for cemeteries 

Ensure proper management of cemeteries 

Upgrading and fencing of cemeteries 

To ensure that cemeteries are well- 

Upgrade existing cemeteries, e.g. fencing, 
greening, supplying toilet facilities and water 



maintained, secure and fenced 

Conduct education awareness campaign to 
encourage communities to clean and 
maintain cemeteries 




Disaster Management 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To develop a disaster management plan 

Develop a disaster management plan 


Disaster management plan 


Development, Planning and Housing 


Facilitating Department: Technical Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To produce 8,000 serviced sites by 

2012 to supply the housing need. 

To facilitate the construction of 6,000 
houses for poor people by 2012 

Provide serviced building sites in all towns 

Ensure strict adherence to the housing code 


Encourage use of local material and resources, 
bricks, sand and labour etc 

Ensure compliance with building standards and 
regulations in housing projects 


Facilitate preference being given to SMME's in 
awarding housing development contracts 

Facilitate the process of transferring ownership of 
properties to beneficiaries of housing schemes and 
handing over of title deeds 


Negotiate with GLG & H to decentralize authority to 
appoint contractors and developers in consultation 
with local communities 






Waste Management (Refuse removal) 

Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To ensure that landfill sites are 
managed and operated according to the 
relevant permit conditions and the 
district integrated waste management 
plan 

To register landfill sites with the 
Department of Environmental Affairs 
and Tourism and the Department of 
Water Affairs and Forestry 

To identify and develop appropriate 
land for the provision of landfill sites 

Facilitate training of emerging farmers in soil 
conservation 

Enforce legislation aimed at the conservation of 
the environment 

Maintenance of the landfill sites 
Bethulie, Gariep Dam, Philippolis 


Prepare, adopt and enforce bylaws aimed at the 
conservation of the environment 


Parks and Recreation 

Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To upgrade and maintain existing 
sport and recreation facilities 

Promote control and ownership of sport and 
recreation facilities by local communities 

Facilitate active communication with 
the relevant department 

Upgrading of existing sport facilities in Bethany 

Complete unfinished grading projects 

Effectively maintain and manage sport 
and recreation facilities 

Upgrading of existing sport facilities in Fauresmith 

Upgrading of Community Halls 

Review all contracts regarding sports 
facilities 


Ensure accessibility of sport facilities to local 
communities 
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Sports and Recreation 


Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

Upgrading and maintenance of sports 
and recreation facilities 

Upgrading of sports fields 

Bethanie, Fauresmith 

Upgrading, maintenance and fencing 
Fencing of swimming pools 

Upgrading of sports fields 

Bethanie, Fauresmith 

Fencing of swimming pools 

Policy on provision & utilisation- sport facilities 


Education and libraries 

Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To encourage high standards of 
education and the upgrading of 
educational facilities 

Encourage a high standard of education 

Ensure sound communication 
between DOE and the Municipality 

Conversion for disabled learners at Itumeleng PS 


Fencing of Pellisier CS 

Fencing of Philippolis SS 

Paving at Ithumeleng PS 

Paving at and painting of Trompsburg SS 

Paving at St Lawrance PS 

Paving at Botle ba Thuto PS 

Paving at Springfontein SS 

Paving at Oranjekrag IS 

Paving at Madikgetia PS 

Paving at Tshwaraganang PS 

Paving at Vooruitsig PS 

Paving at and painting of Olien SS 

Encourage provision of an agricultural school and 
tertiary education and training institutions 


Facilitate provision of ABET in rural areas and in the 
workplace and encourage community members to 
enroll for ABET programmes 


Facilitate improvement of existing school libraries 


Encourage career guidance in mathematics, science, 
ICT and commercial subjects 


Establish maintain good relations with schools 


Encourage and promote and "adopt a school" 
campaign amongst community leaders 


Reward best performing school in Kopanong 



HIV/ AIDS and Health 

Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To promote a safe and healthy 
environment, including the 
provision of fire and rescue 
services on the N1 

To facilitate the improvement 
of existing health services, 
especially the provision of clinic 
services, emergency medical 
services, reduction of HIV/AIDS 
and other life threatening 
diseases 

To ensure that towns are 
maintained at an acceptable 
level of cleanliness 

Educate community on the importance of a 
clean environment 

Provide appropriate receptacles to dispose 
of rubbish and waste in town centre and 
public areas 

Diamant Hospital upgrading 

Conduct clean up campaigns 

Ensure compliance with relevant legislation 
during construction work 

Implement a land -use management system 


Strengthen land forums and encourage 
participation in voluntary work 


Facilitate the availability of 24hr ambulance 
and health services and stationing an 
ambulance in every town 



Provision of 24 hour medical services - clinics 
within 15km of all residents 


To facilitate upgrading of existing clinics 


Facilitate the employment of every primary 
health care personnel and improved availability 
of doctors at clinics 



Facilitate regular health access to personal 
health services for rural communities through 
mobile health services 


Facilitate the availability of 24hr ambulance 
and health services and stationing an 
ambulance in every town 


Encourage the building of additional clinic 
facilities 


Engage with XDM and HOD regarding the 
provision of environmental health services in 
Kopanong, inci the abatement of nuisances 


Investigate alternative ways of providing fire 
and rescue services, especially along the N1 
and N6 



17 


Social Welfare 


Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To support the service of the Department of 
Social Services 

Facilitate the establishment of local offices of 
the department of Social Development 




Facilitate regular visits by officials of the 
Department of social Development 




Engage the Department of Social Development 
to deploy more social workers to Kopanong 




Encourage the involvement of NGOs in social 
development and welfare 




Promote access to indigent persons to welfare 
services 




Safety and Security 


Facilitating Department: Community Service Department 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To collaborate with SAPS on all its 
programmes 

To improve streets and area lighting in all 
towns 

Facilitate the establishment of CSFs for all 
police stations 

Encourage coordination between CSFs in the 
Municipality 


Liaise with the SAPS regarding increasing of 
staff, especially women 



Encourage the establishment of community 
vigilance organizations 



Encourage community members to join the 
police reserves 



Facilitate the establishment of support centre 
for victims of rape and domestic violence 



Facilitate the establishment of inter-mediator 
rooms at magistrate courts 



Encourage sector policing 



Facilitate improving the effectiveness of CSFs 



Encourage community education on issues of 
safety and security 




4.2.3 KPA 3 LOCAL ECONOMIC DEVELOPMENT 

Facilitating Department: Office of the Municipal Manager 


Tourism 


OBJECTIVE 

DEVELOPMENT STRATEGY 

PROJECTS 

To promote local tourism 

Improve awareness of local communities of the economic development 
potential of tourism 

Packaged marketing for the region 

Establish a tourist information office 


Encourage continuous improvement of the quality and range of tourism 
services and facilities, e.g. accommodation establishments 

Rock art site at Gariep, Fossilised trees at Lokshoek Farm, 
Jagersfontein hole 

Ensure improvement of roads and signage 

Route marker signs in and out side Gariep Dam 

Promote and support local festivals and activities, e.g. Philipolis Witblits 

Fees, Gariep Water Festival, Fauresmith Endurance Run, National saddle 
Horse Show, National Rubber Duck Championship, National Junior Bicycle 
Championship 


Agriculture 


OBJECTIVE 

DEVELOPMENT STRATEGY 

PROJECTS 

To facilitate, encourage and support public and private initiatives 
to promote agricultural extension programmes, including 
processing of agricultural produce 

Promote livelihood security and self reliance 


Make land, under and utilized building and equipment available 
for LED projects 
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SMME Development 


OBJECTIVE 

DEVELOPMENT STRATEGY 

PROJECTS 

To create an environment that is conducive for investors to 
invest in both urban and rural areas, including the availability of 
suitable land for a variety of issue, e.g. business commercial and 
industrial 

Facilitate business management skills development for SMME's 


Prefer local SMME's when awarding contracts, including in the 
execution of housing projects 


Provide incentives to investors 


Promote solid waste recycling as a business opportunity 


Investigate municipal service partnership, e.g. concession etc, 
as business opportunities 



4.2.4 KPA 4 FINANCIAL VIABILITY AND FINANCIAL MANAGEMENT 
Facilitating Department: Department of Finance 

Financial Management 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 

PROJECTS 

To provide effective and local governance and 
administration 

Ensure the financial sustainability of the 
Municipality 

Effectively maintain and secure the 

Municipality's information technology system 



4.2.5 KPA 5 GOOD GOVERNANCE, COMMUNITY PARTICIPATION AND WARD COMMITTEE SYSTEMS 
Facilitating Department: Office of the Municipal Manager 

Public Participation 


OBJECTIVE 

DEVELOPMENT STRATEGIES 

OPERATIONAL STRATEGIES 


PROJECTS 

To provide effective and local 
governance and administration 

Prepare, adopt and implement a good governance 
charter for the Municipality 

Promote the effectiveness of ward committees 



Prepare, adopt and implement a comprehensive risk 
management policy for the Municipality 

Hold regular meetings with local communitie 
through ward and public meetings 

s 
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CHAPTER FIVE 


KOPANONG LOCAL MUNICIPALITY: Administrative Structure 

The Kopanong municipal administration has been organised into 4 main departments. 
Each of the departments including the municipal manager’s office contains a set of 
operational divisions. Service plans are developed by each department to ensure quality 
and effective delivery. The management team’s mission is to oversee, coordinate and 
manage the transformation and strategic agenda of the municipality as well as facilitate 
the transformation process by providing strategic advice and project support to the 
Municipal Manager, Executive Committee and Council. 



J A Styane 

LY Moletsane 

E Mqungquthu 

S James 

Actinfl CFO 

Actino Director: CoiDOrate 

Actino Director Communftf 

Acting Director: Technical 
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OFFICE OF THE MUNICIPAL MANAGER 


MUNICIPAL MANAGER 


Integrated 

Performance 

Internal 


Development plan 

Management 

Audit 


Community 



Local 

Participatory 


Transformation 

Economic Development 



DEPARTMENT 


FOCUS 


The following divisions are managed 
by the Municipal Manager 

• Integrated Development Plan 

• Performance Management 

• Sustainable Development 

• Local Economic Development 

• Transformation 

The primary focus of the department 
is: 


• To give priority to the basic needs 
of the community. 

• To promote social and economic 
development of the community. 

• To participate in provincial and 
provincial and national programs. 

• To structure and manage its 
administrative budgeting and 
planning. 
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THE YEAR UNDER REVIEW 


In an endeavor to comply with the challenges of the developmental local government the 
Municipality had to re-orientate its systems, organisational structure, planning and the Human 
Resources. 

Integrated Development Plan 

The 5 year Integrated Development Plan was successfully developed for the years 2007 - 2012. 
However it needs to be pointed out that owing to the financial position of the Council almost 95% 
was largely financed from external sources. Despite that fact, some programs as identified in the 
IDP for this year were successfully completed. The IDP was also reviewed during the 2008/09 
financial year. 

Performance Management System 

The Municipal Systems Act of 2000 requires municipalities to measure its performance by 
formulating a Performance Management System. The 2008/2009 financial year’s results had 
been measured and the results are part of this report. 

Municipal Transformation and Organizational Development 

The municipality experienced political problems during the year under review and the Mayor, 
Speaker and two Councilors were removed as Councilors. This also led to disciplinary action 
been taken against the Municipal Manager and Director: Corporate Services. Both were still 
suspended at financial year end. The CFO also resigned in May 2009. 

The municipality has also through the implementation of systems and the above policies ensured 
that it complies with all legislation as far as possible. 

Local Economic Development 

As earlier indicated in the report the Kopanong Local Municipality’s economy is relying on 
agricultural activity and the Municipality had to focus on this. The LED unit was established with a 
LED Officer and Strategic Executive Manager. The LED strategy was developed and approved 
by Council in July 2008, with an implementation plan. The Municipality also developed a Tourism 
Strategy. 

The infrastructure program also plays a role in the LED as it is creating job opportunities. 

Financial Viability 

The Creditors stands at R 31.7 million currently. The Municipality has arrangements with the 
following institutions: Bloem Water; SALA Fund; SAMWU Provident Fund and the Office of the 
Auditor-General and we are keeping to those arrangements. Effective governance was also 
approved by compiling and implementing important policies. Examples of policies implemented 
are Indigent Policy which includes free basic services. Procurement Policy, Credit Control Policy 
and Tariff Policy. 
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Challenges 

The municipality still faces the following challenges in the Office of the Municipal Manager 

Integrated Development Plan 

The major challenge in ensuring a realistic IDP is the lack of funds to finance all the projects 
identified by the community and prioritised by the Council. The municipality is currently relying 
100 % on grant funding to do capital projects and these grant funds are limited. The municipality’s 
IDP and Capital Budget are therefore under large pressure. 

Performance Management System 

The system is in place and is currently under review. The main challenge is to implement the 
system in such a way that reports can be compiled within 21 days after the end of each quarter. 

Local Economical Development 

The implementation of projects is slow due to a lack of funds and another big challenge is to 
ensure that all projects that are done will be sustainable to ensure that the aim of improving the 
local economy is reached. 


The municipality is working on ail the above challenges to try and overcome it within the 
2009/2010 financiai year. 
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CORPORATE SERVICES 



LY Moletsane : Acting Director Corporate Service 


The Department of Corporate 
Services comprise of the following 
divisions. 

HUMAN RESOURCES ADMINISTRTION 

Personnel and Organisational Auxilliary services 

development Adminstrative and Council Support 


FOCUS 

• The effective management of 
human resources in order to 
ensure the transformation of 
skills development, 
employment equity and 
performance appraisal. 

• Provision of strategic human 
resources support to all Council 
business functions, people 
development and to ensure the 
maintenance of sound labour 
relations. 


Ensure that the software utilised 
to support the transformation 
process complies with acceptable 
standards and regulations. 

The effective management of an 
administration system that is 
efficient and facilitates decision 
making and service delivery 
throughout Kopanong 


Provides administrative, logistical, 
operative, telecommunications 
management. 

Manage the Corporative Services 
budget so that income and 
expenditure is in line with Council’s 
requirements. 

Provide strategic advice, information 
and support. 
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THE YEAR UNDER REVIEW: 


The department has implemented a number of systems and program in an endeavor to increase 
effectiveness in the administration, of which amongst others are the following: 

1. ADMINISTRATION, LABOUR RELATIONS AND HUMAN RESOURCE 

The municipality is in a process of procuring a computerized\electronic filing system to 
ensure safe keeping and protection of information. 

The committee section has been under continuous restructuring with the aim of ensuring 
that the personnel responsible are able to produce quality reports for Council and 
Committee meetings. The equipment used in assisting taking minutes has also been 
upgraded. 

The labour relations unit as reflected in the organizational structure has also been 
established so as to promote sound labour relations. All the disputes that were declared 
and concluded through the South African Local Government Bargaining Council 
(SALGBC) were in favor of the municipality. It also has to be noted that by the time this 
report was compiled there were also some cases that have not been concluded. The unit 
has also developed a program to capacitate all staff members in the municipality around 
the collective agreements and policies. 

Most of our human resources are new incumbents, but continuous efforts are made to 
ensure that they have enough capacity to perform their tasks. All training programs are 
in line with the Skills Development Plan as approved by the Council. 

2. INTERGRATED HEALTH AND SAFETY SYSTEM 

This program entails employee wellness and Occupation health and safety. It is a 
practical way of demonstrating that the municipality has an interest in the health and 
general well-being of its employees. 

The Occupational Health and Safety Committee were established in line with the Act and 
its meetings are held regularly. All efforts have been made, under the limited budget, to 
ensure that the committee attended some relevant training so as to enable them to 
execute their tasks in an efficient and effective manner. 

OHS Workshops were conducted for Senior Management, Middle Management and all 
stakeholders for submission of their inputs during the review of the OHS policy. 

3. CHALLENGES 

• In implementing our human resource policy we have identified that most areas have 
not been covered, as a result it needs to be reviewed so that we develop a more 
comprehensive policy. 

• The municipality inherited employees from the former Transitional Local Councils. 
Some of these employees were not members of either the pension or provident fund 
and therefore, on retirement the municipality is obliged to pay them what they would 
have been paid by the fund if they were members. 

• Full implementation of the Employment Equity Plan 
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Implementation of the Performance Management System and individual Performance 
Management System. 

Implementation of the Occupational Health and Safety policy vs negative cash flow 
Lack of capacity by members of the Occupational Health and Safety Committee. 
Insufficient funds in the budget for training programs 


TECHNICAL SERVICES 





S James : Acting Director Technical Services 


The Technical Department comprises 
of the following divisions: 

Project Management 

Vehicles and Equipment Maintenance 

Stores 

Housing Matters 


FOCUS 


CORE BUSINESS 


Management of all Capital projects 


Maintenance of all vehicles and 
Equipment 


Management of all Housing matters 
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THE YEAR UNDER REVIEW: 


Service Delivery: Technicai Department 

Kopanong Local Municipality completed the following projects during the financial year. The MIG 
allocation was R 13 098 000 and below is the budgeted amounts of the projects completed in the 
financial year. 

Water and Sanitation Projects 

• Springfontein - Construction of Waterborne (phasel) R 2 520 084 

• Trompsburg (Madikgetia) - Construction of water & sanitation: R 6 725 000 

• Hydro-park Water & Sanitation +96 Sites(phase 1) R 2 136 000 

Bulk Water Supply Project 

The Municipality received R 14 495 732 from DWAF for the following projects: 
Jagersfontein/Fauresmith Regional Water Supply Scheme: R 14 495 732 

This project is currently in progress. 

Challenges 

The biggest challenge that this department faces is a lack of funding. Very limited internal capital 
is available and therefore this department must rely on grant funding for capital projects. The 
challenge is therefore to lobby for grants as far as possible. 

The second challenge that the department faced is that the construction for the Springfontein 
Project didn’t meet the expected completion period because of cash flow, however all the projects 
were completed. 
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COMMUNITY SERVICES 



E Mqungquthu: Acting Director Community Services 


The Community Department comprises 
of the following divisions: 

Water 

Sewerage 

Roads 

Parks 

Cemeteries 
Refuse Removal 
Maintenance of Assets 


FOCUS CORE BUSINESS 

Water - Operation and maintenance 
of internal reticulation. 

Sanitation - Operation and 
maintenance of sewerage 
purification works. Management of 
sewerage reticulation system. 

Roads & Storm water - Maintenance 
of roads and storm water. 

Parks - Maintenance of all the parks 

Cemeteries - Management of 
cemeteries and maintenance. 

Refuse Removal - Operation of a 
refuse removal system. 

Electricity - Bloem Electrical 

Maintaining of all Assets 
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Annual Report for Community Services 

Overview 


The departmental mandate is to provide accessible and quality services to all communities of 
Kopanong Municipality. Currently the department has taken a strategic decision concerning the 
optimal service delivery for the provision of services in its area of jurisdiction. 

Administration of units 


Kopanong Municipality consists of nine units of which are administered by Unit Managers and 
report to Community Services Manager. The communication is being improved to all units. With 
regard to service delivery our units are faced with shortage of staff and machinery. Due to cash 
flow problems, proper maintenance on old vehicles is still a big challenge as vehicle down time 
hampers service delivery. 

ROADS AND STORM WATER 

The challenge with our roads is the life span of the tarred road in all our towns. All the streets are 
in bad condition and no proper road signs. The municipality cannot afford to maintain the streets 
and refill the tarred roads due to financial constraints. Storm water drainage need to be upgraded 
because it is the root cause of bad streets. 

The Provincial Department was engaged to assists the municipality with machinery but the 
quotation were very high. Our units are trying very hard to clean the storm water channels but we 
have no necessary equipment. 

Things to be done 

> To provide training of staff for resealing of potholes 

> To have operators 

Parks and Cemeteries 

We have no sufficient staff to clean the cemeteries. The only solution is to have a ward based 
project to clean cemeteries for job creation. It is also raised by community as a discontent to 
clean cemeteries and have ablution facilities. 

In the budget of 2009/10, a provision has been made for the upgrading of our cemeteries and 
therefore this will be done in different phases considering the cash flow. We need to apply for 
new sites of grave yards for those units that the cemeteries are full to capacity. 

Fencing of our cemeteries is also the challenge for the municipality to as it depends on cash 
flow. 

Refuse Removal 


With the little resources that we have at our disposal the personnel is doing well and we collect 
refuse continuously in all areas. Our landfill sites are not registered we have also engaged the 
Department of Economic Development, Tourism and Environmental Affairs. 

The landfill sites need to be rehabilitated, no proper management of waste in our sites. It is a 
problem of machinery and training for recycling of waste. 
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Things to do for next financial year 


• Working document IWMP 

• Engage with Department of Economic Development, Tourism and Environmental 
Affairs to train youth for recycling groups (Job creation) 

• Source fund for waste trucks 

Water Services 


Each and every month water samples are taken from all units by our Environmental Health 
Officer and sent to a laboratory to test the bacteria as well as determine the quality of drinking 
water. Within this year no problem of quality water except Fauresmith and Jagersfontein the 
reason being water is abstracted from mine shaft. The municipality is taking care of water quality. 
Water bulk supply for both towns will be completed by March 2010. 

The aging water infrastructure is causing problem of pipes bursting especially in winter. All our 
units are experiencing this problem. Kopanong Municipality will be entered Into an agreement 
with Bloem Water to supply water for Philipollis. The stakeholders meeting were not functional in 
assisting the municipality as was agreed with the Department of Water Affairs and Forestry. 

Things to do next financial year 

• Train staff 

• Employ qualified plumbers 

• Buy meters for developed sites 

Library Services 

The Department of Sports Arts and Culture entered into an agreement with municipality to equip 
libraries with IT and provide training for all staff in libraries. Libraries will be taken over and 
become a function of Sports Arts and Culture. This will be happening throughout the financial 
year. 

Discipline and human resource of the staff is still under Kopanong Municipality until the process 
is completed. 

Sports and Recreational 

Kopanong Municipality owns the Caleb Motshabi Sports Complex that needs to be upgraded 
inside. The challenge is the budget as it is not sufficient to maintain this Sports Complex. 

In our nine towns the sports grounds are completely dilapidated and the municipality has to 
source funds externally. The business plan has being sent to MIG grants. 

Conclusion 


In order to ensure the proper functioning of the Department, we are faced with many challenges 
and they should be given priority and commitment of provincial government departments. 
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FINANCE SERVICES 



J A Styane - Acting CFO 


The Financial Department 
comprises out of the following 
divisions: 

Income 
Expenditure 
Budget Office 
Credit Control 
IT 

Asset Management 
Risk Management 


FOCUS To ensure efficient and effective 

financial management. 

Management of assets & liabilities. 

Management of revenue & expenditure 

Management of the budget 

Performance of the Treasury Function 

Maintenance of internal financial control 

Management of Financial Administration 

Risk Management 

Financial advise to Council, Accounting 
Officer & Management 

Consumer Relations 

Manage & Lead the Financial Directorate 

IT Management & Development 

Supply Chain Management 
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THE YEAR UNDER REVIEW: 


Capacitating of Financial Personnel 

All the finance personnel attended courses on the new financial system and were therefore 
capacitated in operating the new financial system. They also attends new courses as and when 
available. 

Finance personnel are also attending external courses where applicable. All senior and middle 
managers in the Finance Section have already completed or are nearly finished obtaining the 
required qualifications of the new competency levels. 

Financial Management and Budget Reform Program 

The main aim of the program is to help the Municipality to reform its financial management in 
such a way that the Municipality should be able to implement the Municipal Financial 
Management Act within the required deadlines. 

Through the program the budget was brought in line with the MFMA and the Municipality has to 
meet all the conditions of the Financial Management Grant. 

Five Interns were appointed to undergo an internship within the municipality. 

Free Basic Services 

The Council has developed and implemented an Indigent Policy to ensure that all indigent 
consumers receive free basic services. The number of registered indigent consumers who is 
currently receiving free services is 5 356. The free services are as follows: 

Electricity: 50 units per month 

Water: 6 kiloliters per month (All households) 

Sewer: Free 

Refuse Removal: Free 

IMPLEMENTATION OF GRAP 

The Municipality appointed consultants to implement the conversion from IMFO to GRAP. 
Although the consultants compiled the financial statements in terms of GRAP a number of 
problems were experienced which will need to be resolved in the 2009/10 financial year. 

Challenges 

The biggest challenges for the department are as follows: 

The role out of free basic electricity is still not 100% and the department and the Municipal 
Manager are in constant contact with the two suppliers of electricity in the area. 

Although the payment rate had increased to an average of 80% of the budgeted levies it is still 
low and the municipality had increased its debt collection by in-house legal collections. Another 
problem is that the municipality cannot block electricity purchases of defaulters of other services 
anymore as a significant portion of the community makes use of prepaid electricity. The area is 
also very poor and has a very limited tax base. 


33 


The problems experienced during the audit regarding the implementation of GRAP must be 
addressed. 
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ANNUAL PERFORMANCE REPORT 

2008/2009 
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CHAPTER 6 


PREFORMANCE MANAGEMENT 

INTRODUCTION 

The Municipal Systems Act, 32 of 2000 states that the results of the performance measurements in 
terms of section 41(l)(c) must be audited and then the municipality must prepare for each financial 
year an annual report Municipal Finance in terms of Chapter 12 of the Management Act, 56 of 2003. 
The annual performance assessment report must be part of the annual report. 

The annual performance assessment report must reflect the municipality's and service provider's 
performance during that financial year in comparison with set targets and performance of the 
previous year. It should also contain measures that were or are to be taken to improve performance. 

The MFMA requires that the municipality must for each financial year prepare an annual report that 
complies with the requirements as set out in Chapter 12 of the MFMA. The council must within nine 
months after the end of a financial year deal with the annual report of the municipality. The 
purpose of an annual report is firstly to provide a record of the activities of the municipality or 
municipal entity during the financial year to which the report relates. Secondly to provide a report 
on performance against the budget of the municipality or municipal entity for that financial year 
and lastly to promote accountability to the local community for the decisions made throughout the 
year by the municipality or municipal entity. 

In terms of section 121(3)(c) of the MFMA the annual report of the municipality must include 
amongst other things the annual performance report of the municipality prepared by the 
municipality in terms of section 46 of the Municipal Systems Act. This report is in response to the 
requirements of current legislation 

OVERVIEW OF THE MUNICIPALITY 

Kopanong Local Municipality (KLM) consists of nine former transitional local councils and bulk of the 
former Southern Free State Transitional Rural Council. The nine former local councils are - 
Fauresmith, Jagersfontein, Trompsburg, Edenburg, Philipollis, Springfontein, Gariep Dam, Bethulie 
and Reddersburg. 

The municipal area is 15, 248 square kilometers in extent. The total population amounted to 55,941 
persons in 2001 of which 52% were female persons and 48% were male. The total population were 
organised as 17,630 households with approximately 10,500 households (± 60%) residing in the nine 
urban settlements. The racial composition of the local population was as follows in 2001: African 
40,568 persons (± 72%), Colored 9,971 persons (± 18%), Asian 23 persons and White 5,397 persons 
(± 10%). Key statistics regarding the municipality as reflected in the census is shown on the following 
pages to place the municipality's performance in context. 
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MAYORS FOREWORD 


It is indeed a great achievement and honor for us as Kopanong Local Municipality to be able 
to present an Annual Performance Report to our communities and the country in particular in 
this fashion, way and method. We must always remember that we started along a long road 
thus far towards the consolidation of unity in Kopanong. We inherited an administration that 
consists of nine different towns; each had a different system and approach to service 
delivery, which posed a very serious challenge for us. 

This annual report that we are presenting comes as a mandate from the people, emanating 
throughout the history of our struggle to ensure the democratization of our society, 
de-racialization of the economy and their participation in bettering the lives of all. Through 
the mandate from the people, we as a municipality are bound by the people’s constitution, 
which outlines our objects as local government as: - 

• To provide democratic and accountable government for local communities; 

• To ensure the provision of services to communities in a sustainable manner; 

• To promote social and economic development; 

• To promote a safe and healthy environment; and 

• To encourage the involvement of communities and community organizations in the matters 
of local government. 

It further states that ‘a municipality must strive, within its financial and administrative 
capacity’ to achieve these objects as mentioned. This Annual Performance Report’s purpose 
is to serve measure and indicate that we are delivering as and according to our constitutional 
mandate. It indicates what we have achieved so far and striving to excel beyond 
communities expectations and all odds, and that there is no way that we can fail their 
dreams. 

To the people and communities of Kopanong, this report will serve as a tool for consolidating 
and deepening our democracy. During this 13*'^ celebration of our freedom and democracy, 
we should use it as a benchmark towards 2014, use it as a document that will guide our 
decision making, lead us in implementing resolutions that will change our society and lives 
forever, a document that will finally advance us to greener pastures and prosperity. Through 
these statements I would like to indicate that even though we started small and very little, we 
did not hold on to that, but sought alternatives to address our backlogs, we never believed 
that problems are mightier than our own strengths as a collective, we kept focused and we 
are leaping forward to much more better standards as required by legislation and any other 
form of law. 

The 2008/2009 Annual Performance Report is a clear measurement and a result that we are 
responsive to the people’s mandate. Our financial indicators illustrates where we come from 
and where we are heading to, and where we are heading to is towards a municipality that is 
viable and sustainable, both economically and socially, we hope we shall deliver more and 
better in the future. 

Together, through unity, we shall prosper. 


ClIrTX Matwa 
MAYOR 
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MESSAGE FROM THE MUNICIPAL MANAGER 


Overview of development issues facing the municipality 
Overview of the achievements of the KPA’s and KPI’s 

Overview of key highlights in relation on the achievements of Local Economic Development 

Overview of key highlights in relation to the achievements of the municipality on Financial 
Viability 

Overview of key highlights in relation to Institutional Transformation Issues, systems, 
structures and processes within the municipality 

Overview of Good Governance and Public participation structures and processes in the 
municipality 

Reflections on the challenges met with regards to implementation of any of the above KPA’s 
and KPI’s 

High level plan of action in areas for improvement and a plan to deal with the challenges 
Vote of thanks to the political leadership, staff, partners, etc. 
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Key: Blue colufnns; 2001 census statistics 

White coluiinns:1996 census statistics 


Key: Blue columns: 2001 census statistics 

White colunfins;1996 census statistics 


Comments 

A steady increase in the African and Coloured populations 
groups have taken place since 1996, The white population 
have however decreased overthe same period. Currently 11 % 
of the population is African and 18% coloured, The Indian 
population reflects only 0,04% of the total population. The 
white population is currently at 9.6%, 


Comments 

The unemployed people have increased rapidly in the past 5 
years. The local economy were unable to create jobs at an 
acceptable rate to curb unemployment. This situation have a dire 
effect on the municipality. The municipality have more and more 
indigent people that need access to basic services but are not able 
to pay for the services used. 


The statistics showthatthe municipality had to increase 
service delivery over the past 5 years to an additional 6 000 
persons. 


Local economic development must be prioritised by the 
municipality in the integrated development plan to ensure a 
decrease in unemployment over the long term. 
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Key Statistics of the IVIuimicipality 









Indh/idual Monthly Income 


Individual Monthly Income 



Key: Blue columns; 2001 census statistics 

White colu[ifins:10% census statistics 

CotTiments 

This graph dearly shows the problems that the municipality is facing with regard to service delivery, In terms of the 2001 census statistics 
1 62% of the population have no Income, The nu mber of people earning R800-00 and less is 187% of the total population. The poverty in 
the mu nicipal area is the greatest challenge that the municipality is faced with, Poverty alleviation must be the short and medium term 
focus of the municipality. 
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Key Sxaxisxics of the IVIuimicipalixy 











Households 


Access to water 


1 


Access to refuse removal 


Water 



Access to sanitation 




LigfKting 



LU 



It is evident that progress is being made with supplying basic 
needs and improving access to basic services in urban 
settlements, Le.in respect of the 60 % of households residing in 
the urban settlements within KLM, KLM needs to improve access 
to basic services to households living in rural areas, i.e. on 
commercial farms and in Bethany, These matters will be attended 
to during the preparation of KLM's integrated development plan 
for the current Council'sterm of office. 
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Service Delivery challenges 


The following development issues, in order of priority had been identified; 


G Water and sanitation (sewage) 

□ Economic development 

□ Streets and storm water management 

□ Housing 

□ cemeteries 

□ Health 
□Transport 

□ Local governance and administration 

□ Electricity 

□ Sports and recreation facilities 
□Social welfare 
□Education 

□ Communication 
□Safety and security 

□ Land reform 



Z 


Vision 


The vision of the municipality for the current year is; 


"By 2020 Kopanong shall be a wealthy and successful municipality that provides excellent, sustainable and affordable services and which 
governs the area in a participatory, democratic and accountable manner" 
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IlMXEGRAXED DEVELO 










Int^rated Development Plan Development objectives 

No 

Development Priority 

Objective 

1 

Water and sanitation (sewage] 

* To provide potable water and sanitation in a sirstainable manner 

* To explore alternative methods for providing potable water and sanitation 
in rural areas 

2 

Streets and storni water management 

To have good trafficable roads and streets in both urban and rural areas of 
Kopanong 

3 

Economic development 

i To create an environment that is conducive for investors to invest in both 
urban and rural areas 

i To ensure the effective marketing of the region for tourism supported by all 

role-players 

4 

Housing 

To facilitate the provision of 5,0110 houses to poor people by 2012 

5 

Cemeteries 

To ensure that cemeteries are well-maintained, secure and fenced 

6 

Health 

t To promote a safe and healthy environment 
t To facilitate the improvement of existing health services, especially the 
provision of clinic services, emergency medical services and reduction of 
HIV//\ID5 and other life-threatening diseases 

1 

Transport 

To facilitate the provision of accessible public transport within urban and rural 
areas In Kopanong, Including transportation facilities such as taxi ranks 

5 

Local governance and administration 

t To provide effective and efficient local governance and administration 
t To ensure the development of the Municipality’s human resources 

9 

Electricity 

To provide adequate and sustainable electricity services to all consumers 

10 

Sports and recreation facilities 

To upgrade and maintain existing sport and recreation facilities 

11 

Social welfare 

To facilitate access to social welfare services 

12 

Education 

To encourage high standards of education and upgrading of educational facilities 
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HUMAN RESOURCES 
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Kopanofig Local Mufiicipalit/s administration consists of five basic organisational units, as follows: 


-Office of tlie Municipal Manager 
I - Department of Finance | Budget and Treasury Office) 

-Department of Corporate Services 
-Department of Community Services 
-Department of Technical Services 

The administration Is conducted on a decentralised basis with a local unit in each of the nine towns within KLM's area, with KLM's 
administrative headquarters in Trompsburg, Each local unit is headed by a Unit Manager who represents the Municipal Manager and 
departmental heads at local level. The administrative headquarters are responsible for the higher order strategic and staff functions 
whilst local units are responsible forthe day-to-day routine functions of the Municipality, 

Whilstthe administration's racial composition more or less reflects the racial composition of the local community within M, there is a 
significant gender imbalance within the administration with only 30% of employees being female, whilst female persons make up more 
than half of the local population, According to 2001 census statistics about 10% of the local population have some or other 
disability, which means that M needs to employ about 40 disabled persons to achieve representivity in terms of disability. 
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Huiviainj Resources 






Municipal Stnicture 


The following table sets out the purpose and hey performance areas of each of the Municipality'sfive basic organisational units; 


Department 


Core Function 


Key Performance Areas 



Municipal Manager 


■Manages the preparation and review of the integrated development plan 
Toprovidestrategicguidance and other corporate strategic plans 
and leadership to the ■ Manages the preparation and review of the corporate performance 
Municipality and information management system and regularly monitor and review corporate level 
and communications services performance 

■Co-ordinate Internal Auditing 


Financial Services 


To provide corporate 
financial management, 
accounting and internal audit 
services 


■Manage the revenue collection process 
■Manage municipal expenditure 
■Ensure effective and efficient financial planning 
■Supply Chain Management 
■Render management info services 


Corporate Services 


To provide corporate 
administrative and human 
resources management 


■Render diverse administrative services 
■Render legal support services 
■Render Human Resource Management Services 
■Ensure and maintain regular strategic planning 
■Ensure the execution of integrated development planning 
■Coordinate corporate business planning 


Community Services 


Technical Services 


To manage, operate and 
maintain community services 
within the Municipality 


To Ensure the rendering of an 
effective maintenance 
Service 


■Render cleansing services 

■Provide affordable electricity 

■Develop and maintain services related to electricity supply 

■Build and maintain civil engineering support services related to water, 

sewerage, roads, storm waterand municipal buildings and structures 

Render an internal fleet management service 
Maintenance of council buildings, parhs and cemeteries 
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Huiviaim Resources 






GENERAL KEY PERFOMANCE INDICATORS 

2008/09 
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The percentage of households with access to basic ievei of water 


4th Q 

3rdQ 

2nd Q 

IstQ 

Target 







93.0% 93.5% 94.0% 94.5% 95.0% 95.5% 96.0% 96.5% 97.0% 97.5% 98.0% 98.5% 


The target had been reached and no large backlogs exist. 

The percentage of households with access to basic ievei of sanitation 


97.5% 

97.0% 

96.5% 

96.0% 

95.5% 

95.0% 

94.5% 

94.0% 

93.5% 

Target IstQ 2nd Q 3rd Q 4th Q 



The target had been reached and no large backlogs exist. 
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The percentage of households with access to basic ievei of eiectricity 



The target had been reached and no large backlogs exist. 

The percentage of households with access to basic level of solid waste 
removal 



The target had been reached and no large backlogs exist. 
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The percentage of households earning less than R1100 per month with access to free 
basic services 



The target had not yet been reached and the reason is that consumers are not always willing 
to register. The Finance Department has started a new registering process in June 2009 to 
try and improve the indigent numbers. 

The percentage of a municipality's capital budget actually spent on capital projects 
identified for the 2006/2007 financial year in terms of the municipality's integrated 
development plan; 


100 . 0 % 

90.0% 

80.0% 

70.0% 

60.0% 

50.0% 

40.0% 

30.0% 

20 . 0 % 

10 . 0 % 

0 . 0 % 



Target 1st Q 


2ndQ 


3rd Q 4th Q 


The municipality’s spending on capital projects for the financial year was R 34.8 million and 
the budget amount was R 31 .8. The target had been exceeded by R 3 million or 9.4% as the 
capital spending for the year amounts to 109.43%. 
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The number of jobs created through municipality's local economic development 
initiatives including capital projects 



The target had not been met. The LED section will investigate all possible projects to 
improve on job creation. 

The number of people from employment equity target groups employed in the three 
highest levels of management in compliance with a municipality's approved 
employment equity plan 


100 . 0 % 

90.0% 

80.0% 

70.0% 

60.0% 

50.0% 

40.0% 

30.0% 

20 . 0 % 

10 . 0 % 

0 . 0 % 

Target 1st Q 2nd Q 3rd Q 4th Q 



The target had been met and no problems are experienced in this regard. 
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The percentage of a municipality's budget actually spent on implementing its 
workplace skills plan; 



The target is .20% of the total budget and had been met as .67% had been spent on skills 
developing. The municipality must however keep on improving as skills development is very 
important for the efficient running of the municipality. 

Debt Coverage Ratio 


70.00 

60.00 

50.00 

40.00 

30.00 

20.00 

10.00 

Target 1st Q 2nd Q 3rd Q 4th Q 


Target met as the municipality only have external loan outstanding. 
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Outstanding service debtors to revenue ratio 



The target had not been reached and the reason for this is the limited tax base and high 
unemployment rate in the area. The municipality will however keep on improving in its debt 
collection processes to try and reached the target as it is important to stay solvent. 


Cost coverage ratio 



The target had been met. The problem is however if the Equitable Share grant is taken away 
the municipality will not meet the target and will not be able to pay its daily commitments. 
The municipality will therefore have to investigate all possible revenue enhancement options 
in the medium to long term. 
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COMMUNITY SERVICES 
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Households using communal taps 


Chart Title 


■ Target ■ 1st Q ■2ndQ aSrclQ BAthQ 



1 


The target had been met as the lower the number of communal taps the better the municipality is 
doing in providing water to each individual consumer. 

Total water consumption 


Total water Consumption 

1400000.0 

1200000.0 

1000000.0 

800000.0 

600000.0 

400000.0 

200000.0 
0.0 


■ Target ■ 1st Q 2nd Q ■ 3rd Q ■ 4th Q 


The total water consumption is increasing due to the fact that the municipality now has full 
waterborne sewerage systems in all areas of the municipality. The water losses are also 
increasing due to the fact that the infrastructure is old and this also increase the water 
consumption. 
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Water losses 


Water Losses 

■ Target ■ 1st Q ■2ndQ aSrclQ BAthQ 


10 . 0 % 


49.9% 


63.1% 



73.7% 


The water losses are increasing and are now very high. The Finance Department is busy 
with an audit to ensure that all water uses are levied. 

Maintenance of water network 



The target had not been reached due to the fact that the cash flow was very negative and 
the maintenance of the old sewer systems needed a lot of maintenance. 
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Cases of water problems reported (burst pipes, leakages, etc.) 


400 



Target 1st Q 2nd Q 3rd Q 4th Q 


■ Cases of water problems reportetd 
(burst pipes, leakages, etc.) 


■ Cases of consumer problems 
reported 


As mentioned above the infrastructure is very old and needs replacement. The problem is 
that the municipality does not have the funds to replace these systems. The Director: 
Technical will negotiate for more grants funding from National Government. 


Average time taken to resolve network complaints 



The target to solve customer’s complaints has been met, but to solve network problems is 
taking still double the target time. The main reason for this is that the necessary stock is not 
always available. The municipality is currently busy implementing a stores section which 
should improve the time taken to solve network problems. 
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Quality of purification works 


Quality of Purification works 



■ Tests according to specifications 


Target met as the water is tested every month. 

Households making use of a bucket system 



The target had been met and the municipality is still busy to eradicate all the buckets. 


58 



Blockages reported by households and on mainlines 


Sanitation 


H Household blockages ■ Mainline Blockages 



The blockages for both mainline and household’s blockages are higher than the target due 
to the fact that the sewer lines are old and a lot of tree and grass roots are growing into 
these old lines. The municipality does not have funds to replace these systems. 


Average time taken to resolve household complaints 


Sanitation 



Target ISTQ 2nd Q 3rd Q 4th Q 


■ Time taken to resolve household complaints ■ Time taken to resolve mainline complaint 


The time taken to solve sewer blockages for both households and mainlines are higher than 
the target and this is due to insufficient equipment. The municipality is busy obtaining 
equipment to improve the turnaround time of blockages. 
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Maintenance of sanitation network 


498 . 26 % 



Although the municipality is busy with the upgrading of the sewer works in the municipal 
area it still needs expensive maintenance and this is the reason for the very high 
maintenance on sewer. As the upgrading of the different sewer works is completed the 
maintenance costs will also decrease. 


Tests conducted and meeting specifications of CSiR 



Target met as test are done monthly. 
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Electricity losses (Outsourced) 


Electricity losses 


4th Q 

3rdQ 

2ndQ 

1st Q 

Target 



The electricity losses are 10.40% and are just above the target of 10%. The target can be 
reached and Centlec is busy improving the networks. This will results in a lower electricity 
loss. 

Power failures reported and the average time taken to resolve power failures 


Power Failures 


50 



Target IstQ 2nd Q 3rd Q 4th Q 


■ Power failures reported ■ Average time taken to resolve complaints 


The number of power failures had peaked in the second quarter and then started to decline 
to within the target range. The response time is also within the target range. 
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No of complaints received about vendors 


Customer Satisfaction 


I No of complaints received about vendors 


4th Q 


3rd Q 


2nd Q 


IstQ 


Target 


99.0 


176.0 


155.0 


28.0 


30.0 


The number of complaints received is well above the target and Centlec is busy solving the 
vendor problem. This is however a medium to long term problem as the vendors have a 
contract with Centlec and cannot always be removed with immediate effect. 


Spending on road maintenance against budget 


Spending on road maintenance against budget 


4th Q 


3rdQ 


2ndQ 


IstQ 


Target 




0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 


The municipality does not have any road maintenance equipment and must therefore rent 
equipment to do the maintenance. As the municipality’s cash flow was very negative during 
the financial year, very little maintenance could be done. The Department of Public Works 
had been requested for help. 
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KM gravel access and other roads that are graded 


Maintenance of Road Network 

■ KM gravel access roads that are graded ■ KM other gravel roads are graded 

20 20 



The municipality does not have any road maintenance equipment and must therefore rent 
equipment to do the maintenance. As the municipality’s cash flow was very negative during 
the financial year, very little maintenance could be done. The Department of Public Works 
had been requested for help. 


Re-gravelling or re-sealing of roads 



3.5 

3.0 


2.5 

2.0 

1.5 

1.0 

0.5 

0.0 

Target 1st Q 2nd Q 3rd Q 4th Q 

■ Re-gravelling of roads ^ Roads re-sealed 



The municipality does not have any road maintenance equipment and must therefore rent 
equipment to do the maintenance. As the municipality’s cash flow was very negative during 
the financial year, very little maintenance could be done. The Department of Public Works 
had been requested for help. 


63 



New tarred or gravel roads constructed 


New Roads Tarred, Gravelled and Graded 

1.0 r= — — 

0.9 

0.8 

0.7 

0.6 

0.5 

0.4 

0.3 

0.2 

0.1 

0.0 

Target 1st Q 2nd Q 3rd Q 4th Q 


■ New tarred roads constructed ■ New gravel roads constructed 

■ New graded roads constructed 


Due to the urgent situation at the Jagersfontein sewer plant all funds had been reallocated 
from roads to sewer. 


Cleaning of storm water channels 


30.0 



Target not met due to a negative cash flow and the large amounts needed to spend on the 
maintenance of the sewer plants. 
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Spending on maintenance of parks and cemeteries against the budget 



The target for parks had been met but no maintenance on cemeteries had been done. The 
maintenance on the cemeteries will be increased in the next financial year. 

Complains received due for non-removal of refuse removal 

Complaints received for non-removal of refuse 

H4thQ H3rdQ H 2nd Q H 1st Q H Target 



The municipality is still above the maximum complains and is busy solving the problems with 
improved removal schedules as well as a new helpdesk. 
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CORPORATE SERVICES 
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Female employees within municipality 



The target of 40% had not yet been reached and this is because the Employment Equity 
Plan had not yet been approved and employment issues are still been handled outside the 
policy. The policy will be taken into account and this problem will be dealt with when the 
organogram is reviewed. 


Male employees within municipality 


74 . 4 % 74 . 1 % 



No problem far above target. 

Designated employees within the municipality 
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Designated employees within the municipality 


95 . 0 % 



The municipality had not yet reached the target but it is obtainable. 

Differently able employees in the municipality 


2 . 0 % 



The municipality is still far below the target and the Corporate Department will set up 
strategies on how to ensure that this target can be reached. 
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Reports submitted to council and EXCO under delegated powers 


Effective decision making by council 



Items referred back to next council Items referred back to next EXCO 

meeting meeting (excluding motions) 


From the graph it can be seen that the number of items referred back is still very high and 
this is due to insufficient information in items to Council. The Municipal Manager will ensure 
in future that all items to council are comprehensive to avoid the above. 


Training and skills interventions attended by employees 


35 

30 

25 

20 

15 

10 

5 


















u 

Target 

IstQ 2ndQ 3rd Q 4th Q 


The municipality did sent 94 employees on courses and have therefore met the target for the 
year of 30 employees. The formula is incorrect. 
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Training and skiiis interventions attended by counciiiors 


1 



Target 1st Q 2nd Q 3rd Q 4th Q 


The target is all councillors and therefore 14. Councillors did not attend any training this 
financial year due to the political problems experienced and the elections. 


Discipiinary cases finaiised 


100 . 0 % 



Although the target had not been met, the municipality had improved in the handling of 
disciplinary hearings. The problem with the last part of the year is that it was complicated 
cases to be handled. 
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Personnel turnover 



The municipality’s staff turnover is low and the target is met except for the last quarter due to 
the dismissal of employees incorrectly appointed. 

Employees absent from work without reason or on sick leave 

160 
140 
120 
100 
80 
60 
40 
20 
0 

1st Q 2nd Q 3rd Q 4th Q 



The base line information for absent from work is 93 per quarter and for employees on sick 
leave are 108. From the above graph it can be seen that more employees were still absent 
from work than the baseline/target. This problem are now been addressed by stricter 
discipline. Employees on sick leave are also still higher than the baseline/target and this is 
mainly due to the fact that there are still old employees in the service of the municipality. 
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Man days lost due to sick leave taken and man days lost due to absence without 
reason 



Both the targets are 3% and as can be seen the municipality is well within the target 
although the percentage days lost due to sick leave taken is still high. This will be reduce as 
the old and sick employees are send on pension or are declared medical unfit for work. 
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FINANCIAL SERVICES 
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Rand spent on salaries against income 


■ Target ■ 1st Q ■ 2nd Q ■ 3rd Q ■4thQ 


36.00% 



The municipality can only reach the target after the cash flow situation had stabilized. From 
the graph it can be seen that as cash flow had worsen the percentage spend reduced and 
the main reason was that the salary creditors could not be paid. The salary bill had also 
decline due to the dismissal of employees wrongfully appointed. The municipality is trying to 
improve its cash flow on a continuous basis. 


Rand spent on general expenditure against actual income 


■ 4thQ BSrdQ BZndQ BlstQ ■ Target 



The municipality can only reach the target after the cash flow situation had stabilized. From 
the graph it can be seen that as cash flow had worsen the percentage spend reduced. The 
municipality is trying to improve its cash flow on a continuous basis. It must also be 
mentioned that the decrease of the cash flow in the third and fourth quarter was due to the 
appointment of a large number of consultants and this process was a once off situation. The 
effect will however still be felt for at least the first two quarters of the new financial year. 
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Rand spent on maintenance against actuai income 



The municipality can only reach the target after the cash flow situation had stabilized. From 
the graph it can be seen that as cash flow had worsen the percentage spend reduced. The 
municipality is trying to improve its cash flow on a continuous basis. It must also be 
mentioned that the decrease of the cash flow in the third and fourth quarter was due to the 
appointment of a large number of consultants and this process was a once off situation. The 
effect will however still be felt for at least the first two quarters of the new financial year. 


Rand spent on capital cost against actual income 


■ Target BlstQ aZridQ aSrclQ ■4thQ 


5.00% 



The municipality can only reach the target after the cash flow situation had stabilized. From 
the graph it can be seen that as cash flow had worsen the percentage spend reduced. The 
municipality is trying to improve its cash flow on a continuous basis. It must also be 
mentioned that the decrease of the cash flow in the third and fourth quarter was due to the 
appointment of a large number of consultants and this process was a once off situation. The 
effect will however still be felt for at least the first two quarters of the new financial year. 
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Debtor payment to debtor billing 



The target of 85% will not be met in the near future as the municipality was stopped by the 
NER to collect outstanding consumer debt by means of electricity. The municipality is still 
doing full time credit control but this does not have the same effect as in the past. An internal 
legal process had been implemented but this process is long and results will be seen in the 
new financial year. 


% of debtors outstanding for less than 30 days 


4th Q 


3rdQ 


2nd Q 


1st Q 


Target 


This target will only be met once the collection rate increases to over 85%. See reasons 
under collection rate. 
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% of debtors outstanding for less than 60 days 


■ 4thQ BBrclQ ■2ndQ ■ 1st Q ■ Target 



The target had been met in three quarters of the year and can therefore be met as the debt 
collection process increase this target will be met. 

% of debtors outstanding for more than 60 days 



The target had been met in two quarters of the year and can therefore be met as the debt 
collection process increase this target will be met. 
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Increase/Decrease in Debt 


R 56 000 000.00 
R 55 000 000.00 
R 54 000 000.00 
R 53 000 000.00 
R 52 000 000.00 
R 51 000 000.00 
R 50 000 000.00 
R49 000 000.00 
R48 000 000.00 
R 47 000 000.00 
R 46 000 000.00 
R 45 000 000.00 



H Target 
B IstQ 
H 2nd Q 
H3rdQ 
H4thQ 


Although the target had been met at year end, it was due to the fact that the current amount 
of assessment rates and capitalized debt had been incorrectly added to the outstanding debt 
in the past. A technical correction had therefore been made which brought the total amount 
outstanding below the target. If the current payment rate of +_ 70% is taken into account the 
debtors should grow with 30% per annum if no bad debt is written off. 


Levied income to budget income 



The municipality’s income from grants ensures that the total amount collected vs. the budget 
stays very high. The problem however lies with income vs. actual levies as here no grants 
are taken into account and therefore the payment rate is close to 70%. 
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Total trade creditors outstanding ionger than 30 days 


R 2 500 000.00 
R 2 000 000.00 
R 1 500 000.00 
R 1 000 000.00 
R 500 000.00 
R- 

R -500 000.00 
R-1000 000.00 
R-1500 000.00 


1 1 1 J 


1 ) 1 

— 1 

|4th Q 


Target 1st U 


310 U 




In the second and third quarter the outstanding VAT claims made the trade creditors to go 
into a credit. Trade Creditors are however currently low. 


Totai amount of pension and medicai aid contributions outstanding per month (MFMA 
s125) 


14 000 000.00 
12 000 000.00 
10 000 000.00 
8 000 000.00 
6 000 000.00 
4 000 000.00 
2 000 000.00 



■ Target 


IlstQ 


l2ndQ 


iSrdQ 


l4thQ 


The outstanding creditors had grown to R 2 million more than the target and the reason for 
this is that the cash flow was very negative from November 2008 and very little salary 
creditors could be paid. The municipality had already entered into new repayment 
agreements with the two large pension funds and will pay the current payments monthly in 
the new financial year. 
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Amount outstanding on bank account 


R-IOOO 000.00 


R -2 000 000.00 


R -3 000 000.00 


R -4 000 000.00 


R -5 000 000.00 


R -6 000 000.00 





H Target 


1 1st Q H 2nd Q 


l3rdQ 


nx 


It can be seen that the municipality’s cash flow was in a very bad state at the end of the 
financial year. As described earlier a large number of consultants were appointed and this 
had a negative effect on the bank. This had been stopped but the effect should still be felt on 
the bank until February 2010. 


% queries or complaints received from total accounts sent out 


I Target 


IlstQ 


12nd Q 


□ 3rd Q 


□ 4th Q 


10 . 0 % 



0.58% 


0.53% 


0.50% 


0.45% 


J C 


The department is well within the target. The new helpdesk should also help to improve 
further. 
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Average time taken to resolve complaints 



The response time on queries is very long and urgent attention will be given to this. The 
helpdesk will improve this drastically, due to follow ups to be made on a regular basis. The 
complex nature of some queries however also effects the response time. 


Procurement from Black owned enterprises 


H Target ■ 1st Q H 2nd Q HBrdQ H4thQ 



Most of the procurement done with Black-owned enterprises is done through capital projects. 
These projects were reduced to a few bigger ones and therefore the drop in percentage 
purchased. It is however still the policy of Council to purchase from BEE companies. 
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No of monthly budget statements submitted to the mayor within 10 days after the end 
of the month (MFMA s71) 



Target 1st Q 2nd Q 3rd Q 4th Q 


No problem, monthly reports to Council prepared. 

No of public hearings held for budget 



No problem, meetings held with all the different communities during the year. 
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No of indigent househoids receiving free basic services 


■ Target HlstQ aZnclQ HBrclQ □4th Q 

17 469 


15 217 15 177 


The municipality has not yet achieve the target although road shows are been hold during 
the budget process each year. Fieldworkers were also appointed in the previous year to go 
from house to house without real success on improving the number of indigents. A separate 
registration process had been started in June 2009 to try and improve the number of 
indigents. 

No of indigent househoids receiving free basic eiectricity from Kopanong 


4th Q 
3rd Q 
2nd Q 
IstQ 
Target 





14 000 14 500 15 000 15 500 16 000 16 500 17 000 17 500 18 000 


The municipality has not yet achieve the target although road shows are been hold during 
the budget process each year. Fieldworkers were also appointed in the previous year to go 
from house to house without real success on improving the number of indigents. A separate 
registration process had been started in June 2009 to try and improve the number of 
indigents. 


83 




OFFICE OF THE MUNICIPAL 

MANAGER 
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Total No of ward meetings actually held vs ward meetings scheduled with community 


120 . 0 % 

100 . 0 % 

80.0% 

60.0% 

40.0% 

20 . 0 % 

0 . 0 % 


Due to the political problems experienced by the municipality during the first three quarters 
of the financial year very little meetings took place. This had however improved in the last 
quarter of the year. 

% of population attending ward meetings 


16.0% -| 

14.0% 

12 . 0 % 

0.0% I 

Target 1st Q 2nd Q 3rd Q 4th Q 



This number of community members attending ward committee meetings is far below the 
target and ward councilors and unit managers had been requested to ensure better 
communication with the wards in the 2009/10 financial year. 
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No of public hearings held for conveying PMS results 


2.5 -] 

2.0 - 

1.5 

1.0 -h- 

0.5 4 - 

0.0 4 

Target 1st Q 2nd Q 3rd Q 4th Q 


The Performance Management Reporting System is not yet fully functional. The process will 
be implemented in 2009/10 

IDP steering committee meetings held 




Due to the political problems experienced in the financial year it was difficult to run the full 
IDP processes. This problem has now been solved and the full process will be completed in 
the 2009/10 financial year. 
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Council resolutions implemented (Council & EXCO) 



■ Target ■ 1st Q ■ 2nd Q 


■ 3rd Q ■ 4th Q 


The target had been met. 


No of customer satisfaction surveys conducted 


4.5 

4.0 

3.5 

3.0 

2.5 

2.0 

1.5 
1.0 
0.5 
0.0 



Target 1st Q 2nd Q 3rd Q 


4th Q 


No survey had been done during the year. The Municipal Manager will run new surveys 
during 2009/10. 
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No of Audit committee meetings heid 



IstQ 


Target 



1.0 


f 


4.0 


Although the target had been reached, the Audit Committee is not running at full capacity 
and this will be improved in the new financial year. 

No of poverty alleviations programs impiemented 


0.8 

0.7 4 

0.6 4 — — " 

0.5 4 

0.4 ^ 

0.3 4— ^ 

0.2 4 — 

0.1 4 — — 

0.0 - I 1 : T- 

Target 1st Q 2nd Q 3rd Q 4th Q 


No programs had been implemented. Programs will be identified and implemented in the 
new financial year. 
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Expenditure on subsidized buriais 



The target of R 50 000 had not been reached. The target is however depended on the 
number of indigent persons that died during the year. 

Totai SMME's estabiished 

1 I 

4th Q 

3rdQ 

j I 

2nd Q 

IstQ 

Target | 

0.0 0.2 0.4 0.6 0.8 1.0 

No SMME’s were established during the year. 
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Emerging farmers established 



The target of 12 had not been reached as the contracts of the commonage lands had not yet 
been solved. The Council had asked for a land audit where after more emerging farmers will 
be established. 

Youth programs implemented 



Target IstQ 2nd Q 3rd Q 4th Q 


Four youth programs had been implemented during the year against the baseline of 1 6. A 
target will be set for the new financial year to ensure that all youth programs are 
implemented. 
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COUNCIL FUNCTIONING 
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Council meetings held according to schedule 



Target met. 


Items referred back to next Council or EXCO Meeting 


Effective decision making by council 


120% 

100% 

80% 

60% 

40% 

20 % 

0% 




■ Target 



■ IstQ 

■ 2nd Q 
'■ 3rd Q 
'■ 4th Q 


Items referred back to next council Items referred back to next EXCO meeting 
meeting (excluding motions) 


The target of 1 0% had not been made and the reasons are that reports are not always up to 
standard. Management will ensure in future that all reports be comprehensive to ensure that 
decisions can be made. 
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Implementation of Council Resolutions 


Implementation of Council Resolutions 

■ Target ■ 1st Q ■ 2nd Q ■ 3rd Q ■ 4th Q 



Council resolutions implemented 


The implementation of Council Resolutions is still not up to standard and the Municipal 
Manager will implement a control system to ensure that the implementation rate increase to 
100 %. 

Average time that the agenda circulate before a meeting 


Average time that agendas are circulated before council meetings 



Due to the Council not keeping to the meeting schedule, items are handed in late and this 
result in agendas being issued late. The Office of the Speaker will be requested to ensure 
that meetings are held according to the schedule, to ensure that proper planning of items 
can be done. 
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TECHNICAL SERVICES 
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Existing Informai Housing 
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800 

700 

600 

500 

400 

300 

200 

100 

n 
























































u 

Target 1st Q 2nd Q 3rd Q 4th Q 


The municipality had not yet reached the target. It will however be difficult as it is the function 
of Province to deliver on houses. The municipality however received an allocation of 900 
houses for 2009/1 0. 


Peopie without houses 



Target 1st Q 2nd Q 3rd Q 4th Q 


The municipality had not yet reached the target. It will however be difficult as it is the function 
of Province to deliver on houses. The municipality however received an allocation of 900 
houses for 2009/1 0. 
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New RDP houses completed 


1200 



The municipality had not yet reached the target. It will however be difficult as it is the function 
of Province to deliver on houses. The municipality however received an allocation of 900 
houses for 2009/1 0. 

Spending of maintenance of council’s buildings and houses 



Due to the negative cash flow of the municipality the maintenance on buildings and houses 
remains below target. The municipality will try and improves its cash flow to ensure that 
proper maintenance be done. 
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Spending on maintenance of vehicies 


4th Q 


3rdQ 


2ndQ 


IstQ 


Target 


0.0% 20.0% 40.0% 60.0% 80.0% 100.0% 120.0% 


Due to the fact that the vehicle fleet is old more funds must be allocated to the maintenance 
of vehicles to ensure that service delivery continues. Target met. 


Number of Accidents Reported for the Fleet 


4.5 

4 

3.5 

3 

2.5 

2 

1.5 

1 

0.5 

0 

Target 


The target of zero is unrealistic and should be 2. The municipality is still above the target and 
each accident should be investigated and all drivers should be undergoing further drivers 
training. 



1st Q 2nd Q 3rd Q 4th Q 
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Number of breakages reported for fleet 



Target IQ 


The target is not correct and should be 40 per quarter. The municipality will however not 
meet this target in the near future because of the fact that the fleet is old. As old vehicles are 
replaced with new vehicles the breakages will drop. 



Due to the cash flow problems of the municipality all expenditure needed to be cut and 
therefore the target had not been reached. The target will however be met as and when the 
cash flow improves. 
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Closing Remarks 

The municipality is still not succeeding in reaching a large number of its performance targets. 
This is mainly due to large cash flow constrains and it will improve as the cash flow 
improves. 
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FINANCIAL STATEMENTS 
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CHAPTER 7 


KOPANONG LOCAL MUNICIPALITY: Audited Annual Financial Statements 

Report on the outstanding debtors as on 30 June 2009 by the Accounting 
Officer 

The total outstanding debt as on the 30*'^ of June 2009 amounts to R 51 248 615. 

The age analysis of the debt is as follows: 

Current: R 3 180 260 

60 days: R 2 064 453 

90 days: R 1 927 510 

More than 90 days: R 44 076 392 

Total: R 51 248 615 

Although the municipality knows that a large part of the debt outstanding more than 
90 days will not be collected, it is the policy of the municipality not to write of any 
outstanding debt unless all means of collection has failed. 

The municipality also stopped to block the purchase of electricity in cases where 
consumers are in arrears for other services as it is against the Electrification 
Regulations issued by the NER. This resulted that the municipality had to resort to 
legal action where the normal credit control did not have any effect. This is done in- 
house. 

On 30*'^ June 2009 the accumulated Bad Debt Reserve of the municipality amounted 
to R 14 319 643 and the % of outstanding debt covered by the Bad Debt provision is 
27.94%. 

It is therefore the municipality’s opinion that without detailed information on the 
debtor’s book that at least 29.06% of the outstanding debt are not collectable and will 
be written off as and when information is obtained from the in-house legal process. 
The above percentage will be increased or decreased as the information on the 
debtor’s book become clearer through continuous debt collection and credit control. 
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GENERAL INFORMATION 
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Mr D.J May 

Speaker 

April 2006 

Deceased 


Mr V.l Jonas 

Mayor 

April 2006 


V 

Ms M.E Maema 

Exco. Member 

April 2006 



Ms H.M Hagemann 

Exco. Member 

April 2006 



Ms M.J Mothupi 

Councillor 

April 2006 


V 

Mr T.X Matwa 

Councillor 

April 2006 



Mr J. Van Rensburg 

Councillor 

April 2006 



Ms M.M Khwinana 

Councillor 

April 2006 



Ms M.E Peterson 

Councillor 

April 2006 


V 

Ms N.G Mqgaliso 

Councillor 

April 2006 



Ms W.J Coakley 

Councillor 

April 2006 



Mr B.M Moitse 

Councillor 

April 2006 

V 


Mr M.P Mafata 

Councillor 

April 2006 



Ms T.J Diens 

Councillor 

April 2006 

V 


EXECUTIVE COMMITTEE 2( 

)08/2009 

NAME & SURNAME 

CAPACITY 

DATE OF 
APPOINTMENT 

RESIGN 

DISMISSED 

V.l Jonas 

Mayor 

April 2006 


V 

M.E Maema 

Exco. Member 

April 2006 



H.M Hagemann 

Exco Member 

April 2006 



COUNCIL INFORMATION FOR 2008/2009 NEW 

LY APPOINTED 

NAME & SURNAME 

CAPACITY 

DATE OF 
APPOINTMENT 

RESIGN 

DISMISSED 

Mr T.X Matwa 

Mayor 

26'" March 2009 



Mr M.A Moeketsi 

Speaker 

26'" March 2009 



Mr P. Mdlokovana 

Exco. Member 

26'" March 2009 



Mr J. Van Rensburg 

Exco. Member 

26'" March 2009 



Ms M.E Maema 
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Exco Member 
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THE REPORT FROM THE TREASURER 


1. OPERATIONAL RESULTS 

Information of the operational results per department, classification and purpose is shown in Annexure D. The results 
as on 30 June 2009 is as follows : 







DEVIATION 

DETAILS 

ACTUAL 

ACTUAL 

DEVIATION 

BUDGET 

ACTUAL 

INCOME 

2008 

2009 

2008/2009 

2009 

BUDGET 


R 

R 

% 

R 

% 







Operational Income for the year 

130,591,762 

149,992,730 

12.93 

105,540,363 

30 








130,591,762 

143,688,620 

12.93 

105,540,363 

36.15 







EXPENDITURE 












Operational Expenditure for the year 

91,880,382 

109,946,631 

16.43 

105,538,717 

-4 







SURPLUS AT THE END OF THE 

YEAR 

38,711,380 

40,046,099 

3.33 

1,646 



The budget overspend due to the large water accounts from Bloem Water and also no provision for bad debt not in 
the budget. Capital grants were not included as income in the budget and depreciation was not included in the budget. 


1.1 RATES- AND GENERAL SERVICES 







DEVIATION 

DETAILS 

ACTUAL 

ACTUAL 

DEVIATION 

BUDGET 

ACTUAL 


2008 

2009 

2008/2009 

2009 

BUDGET 


R 

R 

% 

R 

% 


Income 

93,794,213 

93,773,124 

-0.02 

62,949,324 

48.97 







Expenditure 

59,236,036 

55,850,880 

-5.71 

67,267,833 

-16.97 







Surplus/(Deficit) 

34,558,177 

37,922,244 

9.73 

-4,318,509 

-978.13 







Surplus/(Deficit) as % of income 

36.84 

40.44 


-6.86 



There is over expenditure due to depreciation and personnel costs which were not budgeted for. 
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1.2 TRADING SERVICES 


1.2.1 ELECTRICITY SERVICE 







DEVIATION 


ACTUAL 

ACTUAL 

DEVIATION 

BUDGET 

ACTUAL 


2008 

2009 

2008/2009 

2009 

BUDGET 


R 

R 

% 

R 

% 

Income 

19 189 977 

26 119 702 

36.11 

21 775 403 

19.95 







Expenditure 

16 939 908 

22 288 319 

31.57 

18 073 644 

23.32 







Surplus/(Deficit) 

2 250 069 

3 831 383 

70.28 

3 701 759 

3.50 







Surplus/(Deficit) as % of income 

11.73 

14.67 


17.00 



There is an over expenditure due to old infrastructure which needs high maintenance. 


1.2.1 WATER SERVICE 







DEVIATION 


ACTUAL 

ACTUAL 

DEVIATION 

BUDGET 

ACTUAL 


2008 

2009 

2008/2009 

2009 

BUDGET 


R 

R 

% 

R 

% 

Income 

7 777 494 

16614858 

113.63 

29 430 976 

-43.55 

Expenditure 

15717579 

13672 019 

-13.01 

20 197 242 

) 

-32.31 








Surplus/(Deficit) 

-7 940 085 

2 942 839 

-137.06 

9 233 73^ 

t 

-68.13 

Surplus/(Deficit) as % of income 

-102.09 

17.71 


31.3/ 

1 



The water losses of 68.13% is very high and the municipality with the help of Bloem Water is busyto try and reduce these losses by fulltime 
detecting leaks and repair them. The network is however very old and the municipality does not have the funds to replace the networks. 

2. CAPITAL EXPENDITURE AND RNANCING 

The expenditure for fixed assets during the year amounts to R 55 1 01 938 


Roads and storm water 

Electricity 

Water 

Sewerage 

Office Equipment 

Buildings 


2009 

2009 

2008 

ACTUAL 

BUDGET 

ACTUAL 

1 706 339 

0 

1 706 339 

751 423 

129 000 

751 423 

25 462 123 

18 700 000 

25 654 718 

26 252 081 

10 684 477 

26 236 645 

560 772 

2 265 000 

899 507 

369 200 

0 

0 

55101 938 

31 778 477 

55 248 632 
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The financing of the above are as follows: 


Finance from grants 
Finance from income 
Donations 
External Loans 


2009 

2009 

2008 

ACTUAL 

BUDGET 

ACTUAL 

44 573 714 

29 513 477 

54 349125 

10 528 224 

2 941 355 

899 507 

0 

0 

0 

0 

0 

0 

55101 938 

32 454 832 

55 248 632 


Acomplete analysis of capital expenditure (budget and actual) per department, classification or service is shown in annexure E(2). 

More information of external loans and internal advances that was used to financed the fixed assets are shown in annexure A. 

3. EXTERNAL LOANS, INVESTMENTS AND CASH 

On 30 June 2009 the total outstanding external loans was R 3 1 48 1 25 (R 3 424 752 in 2008) as shown in annexure B. 

During the year no loans was received. 

Investments amounts to R 2 264 641 on 30 June 2009 ( R 2 1 92 373 in 2008). 

More information of external loans and investments is shown in Notes (2 and 9) and annexure Aof the financial statements. 

4. FUNDS AND RESERVES 

More information of funds and reserves is shown in the Statement of changes in net assets. 

5. EXPRESSION OFTHANKS 

My thanks go to the Mayor, Councilors, the Municipal Manager and Executive Heads for the support that they gave to me and my personnel, and also 
to the local representative of the Auditor-General and the auditors that were appointed by him. A special thanks go to all my personnel without them 
this work would have be impossible. 


MR.JASTYANE 

ACTING CHIEF FINANCIAL OFFICER 
8 September 2009 
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KOPANONG LOCAL MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2009 


Note 


NET ASSETS AND LIABILITIES 


Net Assets 

Housing Development Fund 1 

Government Grant Reserve 
Prior year adjustment 
Accumulated Surplus/(Deficit) 


Non-current Liabilities 

Long-term Liabilities 2 

Finance Lease Liabilities 2.1 

Current Liabilities 

Customer deposits 3 

Provisions 4 

Accounts Payables 5 

Unspent conditional grants and receipts 6 

Cash and cash equivalents 1 5 

Current portion of Long-term Liabilities 2 


Total Net Assets and Liabilities 

ASSETS 


Non-current Assets 

Property, Plant and Equipment 8 

Investments 9 

Long-term receivables 1 0 

Current Assets 

Inventory 1 1 

Accounts receivables 1 2 

Other receivables 1 3 

VAT 7 

Current portion of Long-term receivables 10 
Cash and cash equivalents 1 5 


Total Assets 


2009 

R 


226 

337 

369 


511 

395 

105 

422 

756 

(49 064 973) 

169 

468 

191 

2 

876 

879 

2 

876 

879 

47 

965 

718 


974 

233 

4 

247 

299 

31 

778 

766 

4 

845 

974 

5 

662 

038 


457 

408 


277179 966 


226 

256 

475 

223 

966 

560 

2 

264 

641 


25 

274 

50 

923 

491 

13 

200 

588 

32 

726 

219 

4 

661 

314 


234 

529 


14 

508 


86 

333 


277179 966 


2008 

R 


193 

186 

859 


511 

395 

112 

318 

344 

(49 064 973) 

129 

422 

093 

3 

342 

164 

3 

156 

001 


186 

163 

44 

192 

776 


785 

301 

4 

200 

544 

27 

712 

891 

8 

022 

130 

3 

042 

516 


429 

394 


240 721 799 


205 374 251 

203 147 431 
2 192 373 
34 447 


35 347 548 


CM 

633 

590 

21 

167 

226 

CD 

816 

599 

4 

658 

118 


15 

220 


56 

795 


240 721 799 
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KOPANONG LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 

FOR THE YEAR ENDED 30 JUNE 2009 









Note 

2009 



2008 






R 



R 




REVENUE 











Property rates 

15 


7 390 196 




7 387 506 




Service charges 

16 


49 915 496 




36 338 543 




Rental of facilities and equipment 



31 911 




1 010 864 




Interest earned - external investments 



547 




459 006 




Interest earned - outstanding debtors 



3 892 322 




2 422 944 




Fines 



119 835 




127 819 




Government grants and subsidies 

18 


73 607 941 




81 871 853 




Other income 



14 993 381 




973 227 




Gains on disposal of property, plant and equipment 


41 100 




- 















TOTAL REVENUE 


149 992 730 



130 591 762 













EXPENDITURE 











Employee related costs 

18 


33 151 223 




24 665 077 




Remuneration of Councillors 

19 


1 988 948 




3 330 345 




Depreciation 


7 550 073 




4 714 084 




Repairs and maintenance 


3 936 342 




3 936 342 




Interest paid 

20 


984 300 




791 473 




Bulk purchases 

22 


35 563 849 




40 405 103 




General expenses 



26 771 896 




14 037 958 














TOTAL EXPENPrrURE 


109 946 631 



91 880 382 













SURPLUS/(DEFICm FOR THE YEAR 



40 046 099 




38 711 380 




















Refer to Appendix E(1) for the comparison with the approved budget 
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KOPANONG LOCAL MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2009 



Chanqe in 

accountinq 

policy 

Housinq 

Development 

Fund 

R 

Government 

Grant 

Reserve 

R 

Accumulated 

Surplus/ 

(Deficit) 

R 

Total 

R 

2009 

Balance at 1 July 2008 

Change in accounting policy 

Correction of error 

-49 064 973 

51 1 395 

112 318 344 

129 422 093 

193 186 859 

Restated balance 

-49 064 973 

51 1 395 

112 318 344 

129 422 093 

193 186 859 

Balance at 30 June 2008 

-49 064 973 

511 395 

112 318 344 

129 422 093 

193186 859 

2008 






Surplus/(cleficit) for the year 



(6 895 588) 

40 046 099 

33 150 511 

Change in accounting policy (Note 25.7) 
Correction of error (Note 26) 


Capital grants used to purchase PPE 
Offsetting of depreciation 





- 

Balance at 30 June 2009 

-49 064 973 

511 395 

105 422 756 

169 468191 

226 337 369 




2008 




Housinq 

Government 

Accumulated 

Total 


Chanqe in 






accountinq 






policy 

Development 

Grant 

Surplus/ 




Fund 

Reserve 

(Deficit) 




R 

R 

R 

R 

2007 






Balance at 1 July 2007 


51 1 395 

72 310 700 

(81 051 006) 

(8 228 911) 

Change in accounting policy 





- 

Correction of error 






Restated balance 


51 1 395 

72 310 700 

(81 051 006) 

(8 228 911) 

Balance at 30 June 2007 


511 395 

72 310 700 

(81 051 006) 

(8 228 911) 

2008 






Surplus/(deficit) for the year 




38 71 1 380 

38 71 1 380 

Change in accounting policy (Note 25.7) 

-49 542 939 



21 1 769 363 

162 226 424 

Correction of error (Note 26) 

477966 




477 966 

Capital grants used to purchase PPE 



44 573 714 

(44 573 714) 

- 

Offsetting of depreciation 



(4 566 070) 

4 566 070 

- 

Balance at 30 June 2008 

-49 064 973 

511 395 

112 318 344 

129 422 093 

193186 859 
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KOPANONG LOCAL MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


Note 

2009 


2008 



R 


R 


CASH FLOW FROM OPERATING ACTIVITIES 





Cash receipts from ratepayers, government and other 

157 198 662 


393 059 516 


Cash paid to suppliers and employees 

(99 892 970) 


(81 912 023) 


Cash generated from/(utilised in) operations 27 

26 562 791 


262 467 754 


Interest received 

3 892 869 


2 881 770 


Interest paid 

(984 300) 


(791 473) 


NET CASH FROM OPERATING ACTIVITIES 

29 471 360 


264 558 051 


CASH FLOWS FROM INVESTING ACTIVITIES 





Purchase of property, plant and equipment 

(31 749 909) 


(265 012 293) 


Investment 

- 


(2 192 373) 


Decrease/(lncrease) in non-current receivables 

9173 


49 667 


Increase in non-current investments 





NET CASH FROM INVESTING ACTIVITIES 

(31 740 736) 


(267 154 999) 


CASH FLOWS FROM FINANCING ACTIVITIES 





New loans raised/(repaid) 

(437 271) 


3 771 558 


Increase in consumer deposits 

188 932 


785 301 


NET CASH FROM FINANCING ACTIVITIES 

(248 339) 


4 556 859 


NET INCREASE IN CASH AND CASH EQUIVALENTS 

(2 517 716) 


1 959 911 


Cash and cash equivalents at the beginning of the year 

(793 348) 


(2 753 259) 


Cash and cash equivalents at the end of the year 23 

(3 311 064) 


(793 348) 
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ACCOUNTING POLICIES 


1 . BASIS OF PRESENTATION 

1 .1 The annual financial statements have been prepared on an accrual basis 
of accounting and are in accordance with the historical cost unless 
otherwise stated. The accounting policies are consistent with those 
applied in the previous year except if otherwise indicated. 

1 .2 These financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices as prescribed 
by the Minister of Finance in terms of General notice 991 and 992 of 
2005. 


GRAP 1 

Presentation of financial statements 

GRAP 2 

Cash-Flow Statements 

GRAP 3 

Accounting policies, changes in accounting estimates 
and errors 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Property 

GRAP 17 

Property, plant and equipment 

GRAP 19 

Provisions, Contingent liabilities and Contingent 
assets 

GRAP 100 

Non-current Asset Held for Sale and Discontinued 
Operations. 


Specific exemptions in the GRAP Statements 


Standard 

number 

Standard title 

Extent of exemption from 
standard 

Exemption period 

GRAP 17 

Property plant 
and equipment 

Review of useful life of items of 
PPE recognized in the annual 
financial statements [paragraphs 
59-61 and 77] 

Review of deprecation method 
applied to PPE recognized in the 
annual financial statements 
[paragraphs 62 and 77] 

For the 2008/09 and 
the comparative year. 

GRAP 13 

Leases 

Recognising operating lease 
payments/receipts on a straight 
line basis if the amounts are 
recognized on the basis of 
cashflows in the lease 
agreement. 

For the 2008/09 and 
the comparative year. 
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Standard 

number 

Standard title 

Extent of exemption from 
standard 

Exemption period 

GRAP9 

Revenue 

Initial measurement of fair value 
discounting all future receipts 
using imputed rate of interest. 

For the 2008/09 and 
the comparative year. 

ISA 39 

Financial 
Instruments: 
recognition and 
measurement 

Initially measuring financial 
assets and liabilities at fair value. 

For the 2008/09 and 
the comparative year. 

GRAP9 

Accounting for 
government 
grants and 
disclosure of 
government 
assistance 

Entire standard excluding 
paragraph 24 and 26 and 25 of 
GRAP 17 and paragraphs 42 to 

46 of GRAP 9 

For the 2008/09 and 
the comparative year. 

IAS 19 (AC 116) 

Employee 

Benefits 

Entire statement 

For the 2008/09 and 
the comparative year. 

IAS 36 (AC 128) 

Impairment of 
Assets 

Entire statement 

For the 2008/09 and 
the comparative year. 

IFRSS AND IFRS 

7 

Financial 
Instrument: 
recognition and 
measurement 

Measurement 

For the 2008/09 and 
the comparative year. 


The principal accounting policies adopted in the preparation of these annual 
financial statements and have been consistently applied, except where an 
exemption is granted as detailed above. 


2. PRESENTATION CURRENCY 

The annual financial statements are presented in South African Rands and are 
rounded to the nearest rand. 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going-concern 
basis. 

4. PROPERTY, PLANT AND EQUIPMENT (PPE) 

4.1 Fixed assets are stated- 

■ at historical cost less accumulated depreciation and any write-downs, or 

■ at fair value (market value) at date of acquisition less accumulated 
depreciation where assets have been acquired by grant or donation. 
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Historical cost includes expenditure that is directly attributable to the 
acquisition of the items. 

4.2 Depreciation 

Depreciation is recognized on a straight line basis over the estimated 
useful life of the asset to its residual value from the day the asset is 
ready for use. Depreciation on other assets is calculated using straight 
line method to allocate their cost or revalued amounts to their residua 
values over their estimated useful lives as follows: 


Asset category Asset category 



Years 

Years 


Infrastructure 


Other 


Roads and paving 

10-20 

Buildings 

30 

Electricity 

20-30 

Vehicles 

5 

Water 

15-20 

Office Equipment 

3-7 

Sewage 

15-20 

Furniture and equipment 

3-7 

Housing 

30 



Community 




Recreational facilities 

20-30 




Residual value is what the asset would be given currently if it was in the 
condition it would be at the end of its useful life. The municipality has 
adopted a nil residual value. 

5. IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT 

Kopanong Local Municipality adopted the exemptions granted in Government 
Gazette 30013 of 29 June 2007 with regard to the impairment of assets. 

6. DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT 

The gain or loss on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the 
carrying value of the asset on the date of disposal, and is recognized in the 
Statement of Financial Performance. 


7. HERITAGE 

These are assets that are defined as culturally significant resources and are not 
depreciated, because they are regarded as having an infinite useful life. However, 
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if improvements to heritage assets are conducted and registered as subassets 
and the useful life of the improvements can be determined, the depreciation 
charge of the relevant property, plant and equipment category is sued for the 
depreciation of the sub asset which was capitalised against the heritage asset. 

8. INCOMPLETE CONSTRUCTION WORK 

Incomplete construction work is stated at historical cost 

9. INVESTMENT PROPERTY 

Investment property, which is property held to earn rental revenue or for capital 
appreciation, is stated at Fair value and not depreciated. The appreciation in 
valuation is taken to the Statement Financial Performance. The fair value is 
determined every three years. 

10. INVENTORY 

Net realizable value is the estimated selling price in the ordinary course of 
Business, less applicable variable selling expenses. 

Consumable stores, raw materials, work in progress and finished goods are 

valued at the lower of cost and net realisable value . In general, the basis of 
determining cost is the weighted average cost of commodities. If inventories are 
to be distributed at no charge or at a nominal charge they are valued at the lower 
of cost and current replacement cost. 

Portable water is valued at the lower of cost and net realisable value, the basis of 
determining cost it the cost first-in-first out method. Water is purchased from 
Bloem Water already purified. 

Cost of inventory comprises all costs of purchase, cost of conversion and other 
costs incurred in bringing the inventory to its present location and condition. 

11. RESERVES 

The Municipality creates and maintain reserves in terms of specific 
requirements. 

1 1 .1 CAPITAL REPLACEMENT FUND (CRR) 

To finance the provision of infrastructure and other items of property, plant 
and equipment, amounts are transferred from the Statement of Financial 
Performance to the CRR in terms of the implementation guidelines for GRAP. 
These transfers from the net surplus are backed by cash. The amount 
transferred to the CRR is based on the Municipality’s need to fiance future 
capital projects included in the Integrated Development Plan. The following 
provisions are set for the creation and utilisation of the CRR. 
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■ The cash which backs up the CRR is invested until it is used. The cash 
may only be invested in accordance with the investment policy of the 
Municipality. 

■ Interest earned on the CRR investment is recorded as part of total 
interest earned in the Statement Financial Performance. 

■ The CRR may only be used to for the purpose of purchasing items of 
plant and equipment for the Municipality and may not be used for the 
maintenance of these items. 

■ Whenever the asset is purchased out of CRR, an amount equal to the 
cost price of the asset purchased is transferred from the CRR into 
future deprecation reserve called capitalisation reserve (CR). This 
reserve is equal to the remaining depreciable value (book value) of 
assets purchased out of the CRR. The capitalisation reserve is used to 
offset depreciation charge on assets purchased out of the CRR. 

■ If a gain is made on the sale of assets previously purchased out the 
CRR, the gain on these assets sold is reflected in the Statement of 
Financial Performance. 

12.2 Capitalisation Reserve 

On the implementation of GRAP, the balances on certain funds, created in 
terms of the various provincial ordinances applicable at the time, which had 
historically been used for acquisition of items of property, plant and 

equipment, have been transferred to a Capitalisation Reserve instead of the 
accumulated surplus/(deficit) in terms of a directive (budget circular) issued by 
National Treasury. 

The purpose of the Capitalisation Reserves is to promote consumer equity by 
ensuring that the future depreciation expenses that will be incurred over the 
useful lives of these items of property, plant and equipment are offset by 
transfers from this reserves to the accumulated surplus/(deficit). 

The balances on the Capitalisation Reserve equals the carrying value of the 
items of property, plant and equipment financed from the former legislated 
funds. When items of property, plant and equipment are depreciated, a 
transfer is made from the Capitalisation Reserve to the accumulated 
surplus/(deficit). 
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When an item of property, plant and equipment is disposed of, the balance in 
the Capitalisation Reserve relating to such item is transferred to the 
accumulated surplus/(deficit). 

11.3 Government Grant Reserve 

When items of property, plant and equipment are financed from government 
grants, a transfer is made from the accumulated surplus/(deficit) to the 
Government Grant Reserve equal to the government grant recorded as 
revenue in the Statement of Financial Performance in accordance with a 
directive (budget circular) issued by National Treasury. When such items of 
property, plant and equipment are depreciated, a transfer is made from the 
Government Grant Reserve to the accumulated surplus/ (deficit). 

The purpose of this policy is to promote community equity by ensuring that the 
future depreciation expenses that will be incurred over the useful lives of 
government grant-funded item of property, plant and equipment are 
depreciated, a transfer is made from the Government-grant Reserve to the 
accumulated surplus/(deficit). 

1 2. DONATION AND PUBLIC CONTRIBUTION 

Revenue received from donation and public contributions may be transferred 
to the Capital-replacement Reserve (CRR) and used via the CRR to finance 
items of property, plant and equipment. 

13. HOUSING DEVELOPMENT FUND 

Sections 15(5) and 16 of the Housing Act, 1997 (Act 107 of 1997), which 
came into operation on 1 April 1998, require that the Municipality maintain a 
separate housing operating account. This legislated separate operating 
accounting will be known as the Housing Development Fund. 

The Housing Act also requires, in terms of section 14(4)(d)(iii)(aa) read with, 
inter alia, section 16(2), that the net proceeds of any letting, sale of property or 
alienation, financed previously from government housing funds, be paid into a 
separate operating account and be used by the Municipality for housing 
development subject to the approval of the MEC responsible for housing. 

The following provisions are set for the creation and use of the Housing 
Development Fund: 

■ The Housing Development Fund has allocated investments and is 
backed by cash. 
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■ Any contributions to or payments from the fund are shown as transfers 
in the Statement of Changes in Net Assets. 

■ Interest earned on the investments backing up this fund is recorded as 
part of interest earned in the Statement of Financial Performance and 
can be transferred via the Statement of Changes in Net Assets to the 
Housing Development Fund. 

■ Any cash-backed surplus/deficit on the Housing Statement of Financial 
Performance must be transferred to the Housing Development Fund. 

14. PROVISIONS 

Provision are recognized when the Municipality has a present legal or 
constructive obligation as a result of a past event, when it is probable that an 
outflow of resources will be required to settle the obligation and when the 
amount can be reliable estimated. Provisions are not recognized for future 
operating losses. 

Where there are a number of similar obligations, the likelihood that an outflow 
will be required in settlement is determined by considering the class of 
obligations as a whole. A provision is recognized even if the likelihood of an 
outflow with respect to any one item included in the same class of obligations 
may be immaterial. 

Provision are reviewed at each reporting date and adjusted to reflect the 
current best estimate. Provisions are measured at the present value of the 
expenditures expected to be incurred to settle the obligation. The increase in 
the provision due to passage of time is recognized as interest expense. 

15. RETIREMENT BENEFITS 

15.1 Pension, provident and retirement funds 

The Municipality and its employees contribute to various pension, provident 
and retirement funds and its councilors contribute to the Pension Fund for 
Municipal Councilors. 

The retirement benefits are calculated in accordance with the rules of the 
funds. Full actuarial valuations are performed by the relevant funds on a 
regular basis. Kopanong Local Municipality accounted for pension funds in 
terms of the exemptions granted in Government Gazette 30013 of 29 June 
2007, in which no provision was created but only the contributions disclosed. 
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Current contributions are charged against the operating accounting of the 
Municipality at a percentage of the basic salary paid to employees, or 
allowance in the case of councilors. 

Pension contributions in respect of employee who are not members of a 
pension fund are recognized as a expense when incurred. 

A provision is raised as the best estimate of the current cost of paying future 
pensions to employees who have become disable as a result of injuries 
sustained while on duty. 

Kopanong Local Municipality accounted for medical aid in terms of the 
exemptions granted in Government Gazette 30013 of 29 June 2007, in which 
no provision was created but only the contributions disclosed. 

15.1 Medical Aid: Continued members 

The Municipality provides certain post-retirement medical benefits by funding 
the medical aid contributions of certain retired members of the Municipality. 
According to the rules of the medical aid funds with which the Municipality is 
associated, a member (who is on the current conditions of service) who is on 
retirement, is entitled to remain a continued member of such medical aid fund, 
in which case the Municipality is liable for a certain portion of the medical aid 
membership fee. Kopanong Local Municipality accounted for medical aid in 
terms of the exemptions granted in Government Gazette 30013 of 29 June 
2007, in which no provision was created but only the contributions disclosed. 

16. LEASES 

Kopanong Local Municipality adopted the exemptions granted Government 
Gazette 30013 of 29 June 2007 with regard to operation leases. 

16.1 The Municipality as iessee 

Kopanong Local Municipality leases certain property, plant and equipment. 
Leases of property, plant and equipment where the Kopanong Local 
Municipality assumes substantially all the risks and rewards of ownership are 
classified as finance leases. 

Finance lease assets and liabilities are recognized at the inception of the 
lease at the lower of the fair value of the leased asset and the present value of 
the future minimum lease payments. 

Each lease payment is allocated between the liability and finance charges so 
as to achieve a constant rate on the finance balance outstanding. The 
corresponding rental obligations, net of finance charges, are included in other 


119 


long-term payables. The interest element of the finance cost is charged to the 
Statement of Financial Performance over the lease period so as to produce a 
constant periodic rate of interest on the remaining balances of the liability for 
each period. The property, plant and equipment acquired under finance leases 
are depreciated over the shorter of the useful life of the asset or the lease 
term. 

Operating leases are those leases which do not fall within the scope of the 
above definition. Payments made under operating leases are charged against 
income on a straight-line basis over the period of the lease. 

The Municipality will not incur a foreign currency lease liability other than that 
allowed by the Municipal Finance Management Act, 2003 (Act 56 of 2003). 

16.2 The Municipality as lessor 

When assets are leased out under finance lease, the present value of the 
lease payments is recognized as a receivable. The difference between the 
gross receivable and the present value of the recognized as a unearned 
finance income. Lease income is recognized over the term of the lease using 
the net investment method, which reflects constant periodic rate of return. 

When assets are leased out under and operating lease, the asset is included 
in the Statement of Financial Position based on the nature of the asset. 

17. FINANCIAL INSTRUMENTS 

Kopanong Local Municipality adopted the exemptions granted in Government 
Gazette 30013 of 29 June 2007 with regard to IFRS 5 AND IFRS 7. 

17.1 Financial assets 

Kopanong Local Municipality classifies financial assets into the following 
categories 

a) Loans and receivables 

b) Field to maturity 

c) Available for sale 

The classification depends on the purpose for which the financial asses were 
acquired. Management determines classification of the financial assets at 
initial recognition. With regard to reclassifications of financial assets the entity 
will not reclassify a financial instrument into of out of the fair value through 
profit and loss category while it is held or issued. 
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a) Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed 
determinable payments that are not quoted in an active market. They are 
included in the current assets, except for maturities greater than 12 months 
after the reporting date. These are ciassified as non-current assets. Kopanong 
Local Municipality’s loans and receivable comprises “trade receivables and 
other receivables” and cash and cash equivalents. 

b) Held to maturity 

Held to maturity investments are financial assets with fixed or determinable 
payments and fixed maturity where the entity ha the positive intent and abiiity 
to hoid the investment to maturity. These investments have been normaiiy 
encumbered and therefore must be held to maturity. The vaiue of the 
investment is recorded at trade date. The oniy Held to Maturity investment 
held by the municipality is an investment in cash and is encumbered over the 
Bank Overdraft. 

c) Availabie for sale financial assets 

Available for dale financial assets are non derivative that are either designated 
in this category or not classified in any other categories. They are inciuded in 
the non current assets uniess management intends t dispose of the financiai 
asset within 12 months of the reporting date. Kopanong Local Municipality 
does not have financial assets designated or ciassified to this category. 

Offsetting of financial assets and liabilities 

A financiai asset and financial liability are only off set and the net amount 
presented in the Statement of Financial Performance when and only when- 

a) Kopanong Local Municipality has a legaiiy enforceable right to set off 
the recognised amount; and 

b) Kopanong Locai Municipality intend either to settie on a net basis or 
realise the asset and settie the iiability simuitaneously. 

Derecognition 

Financiai assets are derecognised when the right to receive cash fiows from 
the investment has expired or has been transferred, and the Municipality has 
transferred virtuaiiy ali risks and rewards of ownership. Availabie for saie 
financial assets and financial assets at fair vaiue through profit or loss are 
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subsequently carried at fair value. Loans and receivables are carried at 
amortised cost using effective interest method. 

Kopanong Local Municipality adopted the exemptions granted in Government 
Gazette 30013 of 29 June 2007 with regards to the carrying loans and 
receivables at amortised cost using effective interest method. 

Impairment 

Where investment has been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the Statement of 
Financial Performance in the period that the impairment is identified. 
Impairment losses recognised in the Statement if Financial Performance on 
equity instruments are not reversed through the Statement of Financial 
Performance. 

Kopanong Local Municipality adopted the exemptions granted in Government 
Gazette 30013 of 29 June 2007 with regards impairment. 

Disposal 

On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amounts charged or credited to the statement of 
Financial Performance. 

Hedging 

Fledging is not applicable to Kopanong Local Municipality. 

17.1 Interest bearing borrowings 

Interest bearing borrowings are recognised initially at fair value, net of 
transaction costs incurred. It should also be added that interest-bearing 
borrowings are classified as non-current liabilities. 

Borrowings are subsequently stated at amortised cost; any difference between 
the proceeds and the redemption value is recognised in the Statement of 
Financial Performance over the period of the borrowings using the effective 
interest method. 

Interest bearing borrowings are classified as non-current and current liabilities 
unless the Municipality has an unconditional right to defer settlement of the 
liability for at lease 12 months after the reporting date. 
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Interest risk is managed by maintaining an appropriate mix between fixed and 
variable rate borrowings. The Municipality inherited borrowings from former 
TLCs and are at a fixed rate. 

17.2 Account receivables 

Trade receivables 

Trade receivables are recognised initially at fair value and subsequently 
measured at amortised cost using the effective interest method, less provision 
for impairment. A provision for impairment of trade receivables is established 
when there is objective evidence that the Municipality will not be able to collect 
all amounts according to the original terms of the receivables. 

Significant financial difficulties of a debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation and default or delinquency in payments 
(more than 90 days overdue) are considered indicators that the trade 
receivable is impaired. The mount of the provision is the difference between 
the asset’s carrying amount and the present value of estimated future 

Cash flows, discounted at the original effective interest rate. The carrying 
amount of the asset is reduced through the use of a provision for bad debt 
account, and amount of the loss is recognised in the Statement of Financial 
Performance. When a trade debtor is uncollectible, it is written off against the 
provision of bad debt account for trade receivables. Subsequent recoveries of 
amounts previously written off are credited in the Statement of Financial 
Performance. 

Trade receivables are carried at anticipated realisable value. An estimate is 
made for doubtful receivables based on a review of all outstanding amounts at 
year end. Bad debts are written off during the year in which they are identified. 
Amounts with regard to arrangement of consumer debtors are classified as 
long term receivables. 

1 7.1 .1 Provision for bad debt 

Provision for bad debt is made by means of an annual contribution of 
electricity and water levies. 

18. ACCOUNTS PAYABLE 

18.1 Trade creditors 

Trade payables are recognised initially at fair value and subsequently at 
amortised cost using effective interest rate method. 
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18.2 Accrued leave pay 

Liabilities for annual leave are recognised as they accrue to employees. 
Provision is made on the potential liability (value of leave credits as at 30 
June). 

19. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents include cash in hand, deposits held at call with 
banks, other short term highly liquid investments with original maturities with 
three months or less, and bank overdrafts. 

Bank overdrafts are shown within borrowings in current liabilities on the 
Statement of Financial Position. Finance charges on bank overdrafts are 
expensed as incurred. 

20. REVENUE RECOGNITION 

Revenue is derived from a variety of sources which include rates levied, 
grants from other tiers of government and revenue from trading activities and 
other services provided. 

Revenue comprises the fair value of the consideration received or receivable 
for the supply of service in the ordinary course of activities. Revenue is shown 
net of value added tax, returns, rebates and discounts. 

Revenue is recognised when it is probable that future economic benefits or 
service potential will flow to the Municipality and these benefits can be 
measured reliably. 

Kopanong Local Municipality adopted the exemption granted in Government 
Gazette 30013 of 29 June 2007 with regard to the initial measurement of fair 
value at a discounted rate. 

20.1 REVENUE FROM EXCHANGE TRANSACTIONS 

20.1 .1 Service charges relating to electricity, water and sanitation 

Service charges relating to electricity, water and sanitation are based on 
consumption. Meters are read and billed on a monthly basis and revenue is 
recognised when invoiced. Estimates of consumption are made monthly when 
meter readings have not been performed. The estimates of consumption are 
recognised as revenue when invoiced. Adjustments to estimates of 
consumption are made in the invoicing period when meters have been read. 
These adjustments are recognised as revenue in the invoicing period. 
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20.1 .2 Interest earned on outstanding accounts receivables 

Interest on outstanding accounts receivables is recognised on a time 
proportionate basis. 

20.1.3 Housing rental and instalments 

Income in respect of housing rental and instalments is accrued monthly in 
arrears. 

20.1.4 Sale of goods 

Revenue from the sale of goods is recognised when all the following 
conditions have been satisfied. 

■ The Municipality has transferred to the buyer substantially risk and 
rewards of ownership of the goods; 

■ The Municipality retains neither continuing managerial involvement to 
the degree usually associated with ownership nor effective control over 
the goods sold. 

■ The amount of revenue can be measured reliably. 

■ It is probable that the economic benefits or service potential associated 
with the transaction will flow to the Municipality. 

■ The costs incurred or to be incurred in respect of the transaction can be 
measurable reliably. 

20.1.5 Interest earned on investments 

Interest earned on investments is recognised on a time proportionate basis 
that takes into account the effective yield on investment. 

20.1.6 Collection charges 

Collection charges are recognised when such amounts are incurred. 

20.1.7 Revenue from non exchange transactions 

Revenue from rates is recognised when the legal entitlement to this revue as 
arises. A site-rating system is applied. In terms of this system, assessment 
rates are levied on the land and building of property and rebates are granted 
subject to certain conditions. A composite rating system charging different rate 
tariffs is employed. Rebates are granted to certain categories of ratepayers. 
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20.1.8 Donations and contributions 


Donations are recognised on a cash receipt basis or where the donation is in 
the form of property, plant and equipment - donation is recognised at fair 
value of the consideration received. 

Contributed property, plant and equipment are recognised when such items of 
property, plant and equipment are brought into use. 

20.1.9 Revenue from recovery of unauthorised irregular, fruitiess and wastefui 
expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful 
expenditure is based on legislated procedures. Including those set out in the 
municipal Finance and Management Act, 2003 and is recognised when the 
recovery thereof from the responsible councilors or officials is virtually certain. 

20.1.10 Conditional grants receipts 

Revenue received from conditional grants, donations and funding is 
recognised as revenue to the extent that the Municipality has complied with 
any of the criteria, conditions or obligations embodied in the agreement. A 
liability is recognised when the criteria, conditions or obligations have not been 
met. 

21. BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financial 
Performance. 

22. VALUE ADDED TAX 

The Municipality accounts for value-added tax on the cash basis. 

23. GRANTS-IN-AID (EXPENSE) 

Municipality annually awards grants to individuals and organisations based on 
merit. When making these transfers, the Municipality does not- 

■ Receive any goods or services directly in return, as would be expected 
in a purchase or sale transaction; 

■ Expect to be repaid in future 

■ Expect a financial return, as would be expected from an investment 
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■ These transfers are recognised in the Statement of Performance as 
expenses in the periods that the vents giving rise to the transfers 
occurred 

24. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is - 

■ Expenditure that has not been budgeted; 

■ Expenditure that is not in terms of the conditions of an allocation 
received from another sphere of government, municipality or organ of 
state; and 

■ Expenditure in the form of a grant that is not permitted in terms of the 
Municipal Finance and Management Act of 2003 (Act 56 of 2003). 

25. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to Municipal Finance and 
Management Act of 2003 (Act 56 of 2003), the Municipal Systems Act, 2000 
(Act 32 of 2000), the Public Office Bearers Act, 1993 (Act 20 of 1998) or in 
contravention of the Municipality’s Supply Chain Management Policy. Irregular 
expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as an expense in the Statement of Financial Performance and 
when recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

26. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and 
would have been avoided had the reasonable care been exercised. 

Fruitless and Wasteful expenditure is accounted for as an expense in the 
Statement of Financial Performance and when recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

27. TAXATION 

The Municipality is exempt from tax in terms of section 10(1)cB(i)(ff) of the 
Income tax Act. 

28. CHANGE IN ACCOUNTING POLICY 

Change in accounting policy is change by the standard of GRAP or nay new 
standard. The change in accounting policy should be applied retrospectively 
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and prior year figures adjusted to provide reliable and more relevant financial 
information. 

29. ESTIMATES 

The preparation of financial statements In conformity wit GRAP requires the 
use of certain critical accounting estimates. It also requires management to 
exercise judgment in applying the Kopanong Local Municipality’s accounting 
policies. The areas involving a higher degree of judgment or complexity, or 
areas where assumptions and estimates are significant for the financial 
statements are disclosed In the notes to the financial statements where 
applicable. 
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KOPANONG LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


DESCRIPTION 


2009 2008 

R R 


1 HOUSING DEVELOPMENT FUND 


Housing Development Fund 

Unappropriated Surplus | 

51 1 395 1 

1 51 1 395 1 

represented by the following assets and 

Bank and cash 

Totai Housinq Deveiopment Fund 

Assets and Liabiiities 

511 395 

511 395 

LONG-TERM LIABILITIES 

3 148 124 

3 424 752 

Annuity Loans | 

3 148 124 1 

I 3 424 752 | 

Less : Current portion transferred to 
current liabilities 

(271 245) 

(268 751) 

Total Liabilities - Annuitv loans 

2 876 879 

3 156 001 

Capitalised lease liability 

186 163 

346 806 

Less: Current portion transferred to current liabilities 

(186 163) 

(160 643) 


- 

186 163 


Total Current portion 

(457 408) 

(429 394) 

Total External Loans 


Refer to Appendix A for more detail on 
Local Registered Stock 

3 CONSUMER DEPOSITS 

Electricity and Water 974 233 785 301 


Total Consumer Deposits 974 233 785 301 


lieu of Electricity and Water 
Deposits 


4 PROVISIONS 


Audit Fees Provision 
Leave provision 
Bonus provision 

Total Provisions 


1 384 968 

2 102 492 
759 839 

4 247 299 


1 384 968 

2 055 736 
759 840 

4 200 544 


Totai Provisions Assets and 

Liabiiities 4 247 299 4 200 544 


129 


4.1 Reconciliation of current provisions 

1 Audit fees provision 

Balance at the beginning of the year 1 384 968 771 01 3 

Contributions to provision 1 266 248 1 746 063 

Use of provision (1 266 248) (1 132 108) 

Balance at the end of the year i 384 968 1 384 968 


2 Bonus provision 

Balance at the beginning of the year 759 840 666 904 

Contributions to provision - 92 936 

Use of provision - 

Balance at the end of the year 759 840 759 840 


3 Provison for leave 

Balance at the beginning of the year 2 055 736 2 272 1 98 

Contributions to provision 902 835 

Use of provision (856 079) (216 462) 

Balance at the end of the year 2 1 02 492 2 055 736 


5 ACCOUNTS PAYABLE 


Trade creditors 

18 390 027 

13 052 823 

Salary creditors 

13 038 575 

9 180 409 

T otal T rade Creditors 

31 428 602 

22 233 232 

Lotto: Sports Grounds Project 

301 982 


301 982 

SITA Refund 

- 


25 758 

Debtors in advance 

- 


157 985 

Centlec Bank 

- 


3 173 785 

DBSA Grant 

26 171 


26 171 

Cash Control Account 

- 


136 559 

Bethulie Housing Deposits 

14 665 


14 665 

DBSA Creditor 

7 346 


1 642 754 


Other creditors 350 164 5 479 659 


Total Creditors 31 778 766 27 712 891 


Included in the creditors salary is an 
amount Of R213 574 relating to 
discharged employees 


6 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


17.2 Financial Budget Reform 

- 

29 787 

17.4 MIG 

4 097 662 

3 479 890 

17.5 Local Government & Housing 

248 312 

248 312 

17.6 MSIG 

- 

170 000 

17.7 DWARF 

- 

3 594 141 

17.9 DBSA - GIS 60% Grant 

- 

- 

17.1 1 Department of Arts and Culture 

500 000 

500 000 


4 845 974 

8 022 130 

Total Conditional Grants and Receipts 

See Note 18 for reconciliation of grants from other spheres of government. 


These amounts are invested in a ring-fenced investment until utilized. 


VAT 

VAT 

16 662 367 

19 897 605 

SARS (VAT) 

(16 427 838) 

(15 239 487) 


234 529 

4 658 118 
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8 PROPERTY, PLAm- AND EQUIPMEm- 


Jun-09 

Reconciliation of Carrying Value 

Land and 

buildinos 

Infrasstructure 

Comm unitv 

assets 

Heritaoe 

Other Assets 

Total 


R 

R 

R 

R 

R 


Carrying values 

at 1 July 2008 

19 067 388 

177 322127 

5 307 959 

13 472 

1 439 650 

203 150 596 

Cost 

19 795 337 

234 263 983 

7 647 210 

16 681 

3 285 916 

265 009 127 

Correction of error ( note 27) 



3165 




Accumulated depreciation 

(727 949) 

(56 941 856) 

(2 342 416) 

(3 209) 

(1 846 266) 

(61 858 531) 

Acquisitions 

Capital under Construction 

210 000 

26 687188 

90 500 


4 762 221 

31 749 909 

Depreciation 

70133 

9 692 460 

561 922 

433 

608 997 

10 933 945 

Carrying values 

at 30 June 2009 

19 207 255 

194 316 855 

4 836 537 

13 039 

5 592 874 

223 966 560 

Cost 

20 005 337 

260 951 171 

7 740 875 

16 681 

8 048 137 

296 762 201 

Accumulated depreciation 

(798 082) 

(66 634 316) 

(2 904 338) 

(3 642) 

(2 455 263) 

(72 795 641) 


Jun-08 

Reconciliation of Carrying Value 

Carrying values 

at 1 July 2007 

Cost 

Change in accouting policy 

Acquisitions 

Depreciation 

Carrying values 

at 30 June 2008 

Cost 

Accumulated depreciation 

Land and 

buildinos 

Infrasstructure 

Comm unitv 

assets 

Heritaoe 

Other Assets 

Total 

R 

R 

R 

R 

R 


19 426137 

179 948 089 

7 647 210 

16 681 

2 725144 

209 763 261 

19 091 137 

335 000 

179 948 089 

7 647 210 

16 681 

1 307 446 

1 417 698 

208 010 563 

1 752 698 

369 200 

727 949 

54 315 894 

56 941 856 

2 342 416 

3 209 

560 772 

1 846 266 

55 245 866 

61 861 696 

19 067 388 

177 322127 

5 304 794 

13 472 

1 439 650 

203 147 431 

19 795 337 

(727 949) 

234 263 983 

(56 941 856) 

7 647 210 

(2 342 416) 

16 681 

(3 209) 

3 285 916 

(1 846 266) 

265 009 127 

(61 861 696) 


Refer to Appendix B for more detail on property, plant and equipment. 

Total cash investment 

9 INVESTMENTS 

Financial Instruments 

Fixed Deposits 2 264 641 2 192 373 

Total cash investment 2 264 641 2 192 373 


T otal Investments 2 264 641 2 1 92 373 


R1 685 550 is ceeded to FNB tocover 
the current overdraft facility. 

No investments had been wrtten off during the financial year 
The average interest rate on the cash investments was 7.69% 
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10 LONG-TERM RECEIVABLES 


Gariep Dam Housing Scheme 

39 782 

49 667 


39 782 

49 667 

Less : Current portion transferred to 



current receivables 

14 508 

15 220 

Consumer Loans 




Gariep Dam Housing Scheme 

14 508 


15 220 

Total Long-term Receivables 

25 274 

34 447 


The former Gariep Dam Transitional 
Local Council sold houses to the 
community and the loans are repayable 
over a ten year period and the interest 
rate was fixed at 1 0%. 


11 INVENTORY 

Consumables 

Water 

Game 


13 066 988 
133 600 


396 360 
2 101 780 
135 450 


13 200 588 


2 633 590 


12 ACCOUNTS RECEIVABLE 


Gross Balances Gross Balances 


As at 30 June 2009 R R 


Service debtors 

48 499 418 


38 209 606 

Rates 

9 995 581 


10 206 673 

Centlec Electricity 

786 799 


849 398 

Water 

13 145 591 


8141 869 

Sewerage 

12 389 649 


8 360 059 

Drain Blockages 

373 


687 

Refuse Removal 

9 120 442 


6 188 913 

Arrears SAMRAS 



454 852 

- 


Arrears SAMRAS (VAT) 

_ 


1 094 019 

Arrears 

247 858 


165 357 

Arrears Vat 

2 813125 


2 747 779 

Sundry 

3 057 

2 298 881 

House Rent 

2 746 141 

- 

less: Payment in advance 

(1 964 651) 

(2 257 203) 

Less: Cash Control 

(2 238 103) 

(1 152 754) 

Total 

47 045 862 

37 098 530 


Consumer Debtors of R1 374 722 had 
been written off during the year (2008: 
R26 066 978) 
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Provision for bad debts 

As at 30 June 2009 R 


Service debtors 

13 552 282 


15127 014 

Rates 

2 793 084 


4 852 584 

Centlec Electricity 

60 241 


297 172 

Water 

3 673 297 


2 848 525 

Sewerage 

3 462 063 


2 924 862 

Drain Blockages 

104 


240 

Refuse Removal 

2 708 158 


2 165 261 

Arrears SAMRAS 

23 675 


454 852 

Arrears SAMRAS (VAT) 

45 584 


1 094 019 

Arrears 

42 004 


27 780 

Arrears Vat 

744 072 


461 719 

House Rent 

767 361 

804 290 

Totai 

14 319 643 

15 931 304 

Net Accounts Receivables 

32 726 219 

21 167 226 


12.1 Rates: Ageing 


Current (0 - 30 days) 

31 - 60 Days 

61 - 90 Days 
+ 1 20 Days 

851 623 

570 748 

505 776 

8 067 433 

636 370 

629 941 

547 209 

12 056 500 

Totai 


9 995 580 

13 870 020 

Refuse and Other): Ageing 

Current (0 - 30 days) 

31 - 60 Days 

61 - 90 Days 
+ 1 20 Days 

2 328 637 

1 493 705 

1 421 734 

36 008 959 

1 835 894 

1 360 992 

1 1 1 1 650 

18 838 010 

Totai 


41 253 035 

23146 546 

Reconciiiation of the Bad Debt 

Provision 

Balance at beginning of the year 

Contributions to provision 

Bad debts written off against provision 

15 931 304 ■ 

236 939 

1 374 722 (i 

54 632 055 

5 078 886 

13 779 637) 

Balance 

at end of year 

14 793 521 15 931 304 





OTHER RECEiVABLES 

CENTLEC DME Projects 

165 339 

161 019 

Stores - 

Auction Money 

127 498 

- 

DBSA - Grant GIS 

667 548 

- 

Centlec Bank 

96 691 

- 

Health Debtor Provision 

1 618 688 

1 027 097 

VAT to be Claimed 

1 982 750 

5 625 685 

Deposit Telephone Line 

2 800 

2 800 

Totai 


4 661 314 

6 816 601 


14 CASH AND CASH EQUiVALENTS 

The Municipality has the following bank 
accounts: - 

Current Account (Primary Bank Account) 

FNB - Trompsburg Branch 
Account Number:62021 950276 


Cashbook Balance at the beginning of the year - Overc 3 042 51 7 


2 800 355 


Cashbook Balance at the end of the year - Overdrawn 5 662 038 3 042 516 


Bank Statement Balance at the beginning of the year - 2 817 476 


Bank Statement Balance at the end of the year - Overc 4 270 559 2 817 476 


Interest paid on Overdraft 


104 395.00 


121 382.00 
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Current Account 


Account No. 04 191 730 8 

Standard Bank - Jagersfontein Branch 

Cashbook Balance at the beginning of the year 20 927 1 4 877 

Cashbook Balance at the end of the year 28 071 20 927 

Bank Statement Balance at the beginning of the year 28 071 20 927 

Bank Statement Balance at the end of the year 28 071 20 927 

Current Account 

ABSA Bank - Edenburg Branch 

Account number: 24 6014 2140 

Cashbook Balance at the beginning of the year 20 784 19 835 

Cashbook Balance at the end of the year 43 178 20 784 

Bank Statement Balance at the beginning of the year 20 784 19 835 

Bank Statement Balance at the end of the year 43 178 20 784 

Petty cash float 15 084 15 084 

TOTAL CASHBOOK (OVERDRAFT) 

BALANCE 5 575 705 2 985 721 

15 PROPERTY RATES 
Actual 

Residential 4 739 091 4 954 535 

Commercial 1 104 411 912 532 

Government 2 290 669 2 172 057 

T otal Assessment Rates 8 1 34 1 71 8 039 1 24 

Rebates of 30% given to Government Property 687 200 651 617 

Valua tion s 

Residential 1 90 473 824 1 74 789 234 

Commercial 33 565 675 33 724 025 

Government 80 608 1 50 80 832 850 

Municipal 35 784 225 35 624 025 

T otal Property Valuations 340 431 874 324 970 1 34 

Valuations on land and buildings are performed every five years. The last general valuation came into effect on 
Rebate of 30% was granted to Government Institutions. 
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16 SERVICE CHARGES 


2009 


2008 


Sale of electricity 
Sale of water 
Refuse removal 

Sewerage and sanitation charges 

Total Service Charges 


26119 702 

7 382 840 

8 804 550 
7 608 404 

49 915 496 


16 463 397 
7 726 343 
5 105 796 
7 043 007 

36 338 543 


GOVERNMENT GRANTS AND 
17 SUBSIDIES 


Equitable Share 

44 256 850 

34 946 937 

Conditional Grants 

32 238 257 

55 001 960 

MIG 

13 098 000 


33 896 322 

Financial Budget Reform 

500 000 


500 000 

Financial Flelp : LG & FI 

599 643 


- 

Provincial Flealth & Environment 

Subsidies 

605 751 


554 914 




DBSA - GIS 60% Grant 

925 81 1 


- 

Local Government & Flousing 

210 000 


584 000 

MSIG 

735 000 


1 000 000 

Provincial Treasury 

- 


715 301 

DWARF 

14 495 732 


17 000 000 

Electricity grant 

4 320 


751 423 

Water Operating Grant 

1 064 000 


- 


Total Government Grant and 

Subsidies 76 495 1 07 89 948 897 


17.1 EQUITABLE SHARE 

In terms of the Constitution, this grant is 
used to subsidies the provision of basic 
services to indigent community 
members. All registered indigents 
receive a monthly subsidy of R 181 .60 
(2008: R1 69.90), which is funded from 


this grant. 

44 256 850 

34 946 937 

17.2 Financial Budget Reform 



Balance unspent at beginning of year 

29 787 

29 787 

Current year receipts - included in 



5100/5540/0000 vote 

500 000 

500 000 

Conditions met - transferred to revenue 

(529 787) 

(500 000) 

Conditions still to be met - transferred to 



liabilities (see note 6) 

- 

29 787 


This grant was used to improve the 
finance management within the 
municipality for example 
training of finance personnel and the 
implementation of GAMAP/GRAP. No 
funds have 

been withheld and the conditions of the 
grant have been met. 
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17.3 Water Operating Grant 

Balance unspent at beginning of year 
Current year receipts - included in 

5100/5540/0000 vote 1 064 000 

Conditions met - transferred to revenue (1 064 000) 

Conditions still to be met - transferred to 

liabilities (see note 6) - 


This grant was used to construct 
infrastructure. Other than the unspent 
amount, the conditions of the grant 
were met. No funds have been withheld 

17.4 MIG 


Balance unspent at beginning of year 

3 479 890 

1 200 612 

Current year receipts - included in 

5100/5540/0000 vote 

13 098 000 

33 896 322 

Conditions met - transferred to revenue 

(12 480 228) 

(31 617 044) 

Conditions still to be met - transferred to 
liabilities (see note 6) 

4 097 662 

3 479 890 


This grant was used to eraducate 

buckets infrastructure, to upgrade 

oxidation ponds and 

for the new water pipeline for 

Jagersfontein Fauresmith. No funds 

have been withheld and 

the conditions of the grant have been 

met. 


17.5 Local Government & Housing 


Balance unspent at beginning of year 

Current year receipts - included in 

248 312 

554 981 

5100/5540/0000 vote 

- 

584 000 

Conditions met - transferred to revenue 

. 

(890 669) 

liabilities (see note 6) 

248 312 

248 312 


The grant is used for the surveying of 
new erven. No funds were withheld and 
all coditions were met. 

17.6 MSIG 


Balance unspent at beginning of year 1 70 000 

'^ui I Cl iL ycai I coci|Jio - ii loiuucu ii i 

5100/5540/0000 vote 735 000 1 000 000 

Conditions met - transferred to revenue (905 000) (830 000) 

liabilities (see note 6) - 1 70 000 


This grant was used to alleviate draught 
in Jargesrfontein and Fauriesmith - to 
resusitate boreholes. No funds have 
been withheld and the conditions of the 
grant have been met. 
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17.7 DWARF 


Balance unspent at beginning of year 3 594 141 

Current year receipts - included in 

5100/5540/0000 vote 1 4 495 732 


1 816 570 
17 000 000 


Conditions met - transferred to revenue (18 089 873) (15 222 429) 

Conditions still to be met - transferred to 

liabilities (see note 6) - 3 594 141 


This grant was used to construct 
infrastructure. Other than the unspent 
amount, the conditions of the grant 
were met. No funds have been withheld 

17.8 Electricity Grant 

Balance unspent at beginning of year 
Current year receipts - included in 
5100/5540/0000 vote 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to 
liabilities (see note 6) 

The grant was used for the 
electrification of erven and conections. 
No funds were withheld and all 
conditions were met. 

17.9 DBS A - GIS 60% Grant 

Balance unspent at beginning of year 
Current year receipts - included in 
5100/5540/0000 vote 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to 
liabilities (see note 6) 

The grant was used to improve the 

municipal systems, for example, IDP 

and PMS. No funds 

were withheld and all conditions was 

met. 

17.10 Financial Help : LG & H 

Balance unspent at beginning of year 
Current year receipts - included in 
5100/5540/0000 vote 

Conditions met - transferred to revenue 
Conditions still to be met - transferred to 
liabilities (see note 6) 

This grant was made directly by 
Provincial Treasury to the Auditor- 
General for payment of 
their account. There was no conditions 
and also no funds were held back as 
this was a 
once of grant. 


4 320 

751 423 

(4 320) 

(751 423) 


925 81 1 
(925 811) 


599 643 
(599 643) 
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17.11 Department of Arts and 
Culture 


Balance unspent at beginning of year 500 000 

Current year receipts - included in 

5100/5540/0000 vote - 500 000 

Conditions met - transferred to revenue ^ 

Conditions still to be met - transferred to 

liabilities (see note 6) 500 000 500 000 


18 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and 

Wages 

26 988 315 

20 813 571 

Employee related costs - Contributions 

for UIF, pensions and medical aids 
subsistence and other allowances 

5 044 256 

4 046 517 

Housing benefits and allowances 

204 174 

222 750 

Overtime payments 

800 887 

621 633 

Performance bonus 

113 591 

21 114 

Long-service awards 

- 


Total Employee Related Costs 

33 151 223 

25725 586 


There were no advances to employees. 
Loans to employees are set out in note 


Remuneration of the Municipal Manager 


Annual Remuneration 546 636 336 744 

Leave Bonus 30 392 28 062 

Leave Money 

Car allowance - 141408 

Traveling Claims - 69 549 

Contributions to UIF, Medical and Pension Funds - 28 421 


Total 577 028 604184 


Remuneration of the Strategic Executive: Finance 


Annual Remuneration 

357 386 

252 072 

Leave Bonus 

- 

21 006 

Leave Money 

30 575 


Housing Allowance 

28155 

33 792 

Car Allowance 

- 

113 256 

Travelling Claims 

4 719 

16 474 

Contributions to UIF, Medical and Pension Funds 

1 248 

1440 

Total 

387 962 

438 040 


Remuneration of Individual Strategic Executives 



Infrastructure 

Development 

Corporate Services 

Communitv 

Services 


R 

R 

R 

30 June 2009 

Annual Remuneration 

456 521 

413 318 

225 503 

Leave Bonus 

22 750 

22 750 

15 675 

Leave Money 


- 

0 

Acting Alowance 


- 

29 523 

Housing Allowance 


- 

8 168 

Car Allowance 


- 

0 

Cell Phone Allowance 


3 600 

3 600 

Travelling Claims 


2 811 

15915 

Contributions to UIF, Medical and Pension Funds 


10 466 

38 269 

Total 

479 271 

452 945 

336 653 

30 June 2008 

Annual Remuneration 

422 771 

252 072 

204 863 

Leave Bonus 

21 006 

21 006 

41 282 

Leave Money 


- 

0 

Acting Alowance 


- 

0 

Housing Allowance 


- 

28 150 

Car Allowance 


132 588 

94 380 

Cell Phone Alowance 


3 600 

0 

Travelling Claims 


5 054 

5 698 

Contributions to UIF, Medical and Pension Funds 


10 374 

18 696 

Total 

443 777 

424 694 

393 069 

REMUNERATION OF COUNCILLORS 

Executive Mayor 

232 306 

369 308 


Speaker 

250 676 

294 781 


Executive Committee Members 

330 397 

307 122 


Councillors 

1 175 569 

2 359 134 


Total Councillors Remuneration 

1 988 948 

3 330 345 



The Salaries, allowance and benefits paid to all 


20 INTEREST PAID 

External loans 832 070 603 1 54 

Finance leases 47 835 66 937 

Bank overdrafts 1 04 395 121 382 

Borrowings 984 300 791 473 


21 BULK PURCHASES 

16 687 495 16 147 170 

18 876 354 24 257 933 

35 563 849 40 405103 


Electricity 

Water 

Total Bulk Purchases 


22 GENERAL EXPENSES 

Included in general expenses are the following 


54 085 302 43 951 423 
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23 CASH GENERATED BY OPERATIONS 


Surplus/(Deficit) for the year 

33 741 989 

241 740 437 

Adjustment for non cash items 



Depreciation 

7 550 073 

4 714 084 

Reversal of depreciation - through Grant 

158 098 


Contribution to bad debt provision 

1 61 1 661 

- 

Transfer to Capital 

(591 479) 

57 850 355 

Transfer to Provisions 


- 

Correction of an error 


477 966 

Interest paid 

984 300 

791 473 

Investment income 

(3 892 869) 

(2 881 770) 

Operating surplus before working capital changes: 

39 561 774 

302 692 545 

Decrease in Inventories 

(10 566 998) 

(52 176 529) 

(lncrease)/Decrease in Debtors 

(9 947 332) 

(21 167 226) 

Decrease/(lncrease) in other Debtors 

2 155 285 

(6 816 601) 

(Decrease)/lncrease in conditional grants and receipts 

(3 176 156) 

8 022 130 

Increase in Provisions 

46 755 

4 200 544 

Increase in Payables 

4 065 875 

27 712 891 

Increase in VAT 

4 423 589 

- 

Cash generated by/(utilised in) operations 

26 562 791 

262 467 754 


24 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the cash flow statement comprise 


Bank balances and cash 

86 333 

56 795 

Bank overdrafts 

(5 662 038) 

(3 042 516) 

Call investment deposits 

2 264 641 

2 192 373 

Total cash and cash equivalents 

(3 31 1 064) 

(793 348) 

25 PRIOR YEAR ADJUSTMENT 



25.1 Statutory Funds 



Balance previously reported: - 


24 118 075 

External Financing Fund 


9 787 369 

Ervern Trust Fund 


5 428 291 

Capital development fund 


8 902 415 

Transfer to unspent grants 


-7 074 031 
(17 044 044) 


25.2 Reserves 

Balance previously reported 

Transferred to Government Grant Reserve (see 25.7 
Transferred to Unspent Conditional Grants and Receipts 
25.7 below) 


248 378 963 
(112 318 344) 
(13 060 619) 
(131 566 334)" 

(8 566 334) 


25.3 Inventory 

Balance previously reported 

Implementation of GRAP 2 101 780 

Potable Water 


Total 2101 780 

Transferred to Accumulated Surplus/(Deficit) (see 25.7 below) 
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29.5 Unspent Conditional Grants and Receipts 
Balance previously reported 
Implementation of GRAP 

Transfer from the Non Distributable Reserve 948 099 


Total 948 099 

Transferred from Statutory Funds (see 25.1 above) 7 074 031 


25.6 Accumulated Surplus/(Deficit) 

Balance previously reported 

Implementation of GRAP 

Adjustments to Statutory Funds 

Adjustments to Reserves 

Adjustments to Provisions and Reserves 

Adjustments to Inventory 


(25 784 350) 

17 044 044 

136 060 619 
2 101 780 

129 422 093 

Total 


129 422 093 

26 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

- Approved and contracted for 



Infrastructure 

1 27 906 091 1 

I 22 831 519 I 

Total 

27 906 091 

22 831 519 

This expenditure will be financed from: 



- Government Grants 

27 906 091 

- 


27 906 091 

- 

27 COMPARISON WITH THE BUDGET 




The comparison of the Municipality’s actual financial performance with that budgeted is set out in Annexure 

28 EVENT AFTER BALANCE SHEET 

The Jargersfontein and Bethulie offices were burnt during a service delivery protest. The events occurred in 
July 09. 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 

29 DISALLOWED 


29.1 FRUITLESS EXPENSES 


Interest 

1 680 446 

1 461 257 

Legal Fees 

1 895 261 

10 770 

VAT : Incorrect invoices 

49 876 

212 861 

Centlec Expenditure 

31 158 

93 473 

Employee Cost: Overpayment of Salary 

213 245 

31 015 

Employee Cost: Funeral Benefits 

47 438 

23 719 

Employee Cost: Pension Fund 

335 800 

292 000 


4 253 223 2125 095 
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29.2 

RREGULAR EXPENSES 
















Expenditure: 




722 577 


2 674 528 










Non-compliance with Regulation 12 of the Municipal supply chain management 





policy regarding tenders and quotations 




215 781 


647 342 










Non-compliance with Regulation 43 of the Municipal supply chain management 





policy regarding tax clearance certificates 



506 797 


2 027 186 










Centlec expenditure: 




132 450 


110 446 










Non-compliance with section 104 of the MFMA regarding delegations 


128 987 


107 489 









Non-compliance with Regulation 16 of the Supply chain management policy 





regarding tenders and quotations 



3 463 


2 957 














855 027 


2 784 974 









29.3 UNAUTHORISED EXPENSES 
















Budget overspending 



4 407 915 


13 369 031 


Centlec Budget Overspending 




345 785 


61 1 947 














4 753 700 


13 980 978 







The above overspending of R 13 556 645 is individual votes. The municipality 




however succeeded in a saving on the total budget of R 291 486. 
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APPENDIX A 


SCHEDULE OF LONG-TERM LIABILITIES 



INTEREST 


LOAN NO. 

BALANCE 

RECEIVED 


BALANCE 



REDEMPTION 




REDEEMED 



RATE 

DATE 


AS AT 

DURING 

OR WRITTEN 

AS AT 





30-Jun-09 

THE YEAR 

OFF DURING 

30/06/2008 







THE YEAR 






R 

R 

R 

R 

EXTERNAL LOANS 








DBSA 

0.13 

2012/12/31 

13.00 

75 519 

- 

17 634 

57 885 

DBSA 

0.10 

2003/06/30 

15.00 


- 


- 

DBSA 

0.08 

2002/06/30 

23.00 


- 


- 

DBSA 

0.13 

2003/06/30 

24.00 


- 


- 

DBSA 

0.09 

37 437.00 

29.00 


- 


- 

DBSA 

0.09 

2003/06/30 

30.00 


- 


- 

DBSA 

0.17 

37 072.00 

31.00 


- 


- 

DBSA 

0.08 

37 072.00 

32.00 


- 


- 

Mangaung Loan 



1.00 

80 756 

- 

80 756 

- 

Mangaung Loan 



2.00 

140 240 

- 

20 034 

120 206 

Mangaung Loan 



3.00 

139 792 

- 

7 766 

132 026 

Mangaung Loan 



4.00 

257 908 

- 

32 238 

225 670 

Mangaung Loan 



5.00 

715 020 

- 

44 689 

670 331 

Mangaung Loan 



6.00 

260 167 

- 

15 304 

244 863 

Mangaung Loan 



7.00 

307 708 

- 

18101 

289 607 

Mangaung Loan 



8.00 

186141 

- 

11 634 

174 507 

Mangaung Loan 



9.00 

408 276 

- 

24 016 

384 260 

Mangaung Loan 



10.00 

79 366 

- 

13 228 

66138 

Mangaung Loan 



11.00 

79 366 

- 

13 228 

66138 

Mangaung Loan 



12.00 

1 051 540 

- 

58 419 

993 121 






- 



TOTAL 




3 781 799 

- 

357 047 

3 424 752 


FINANCE LEASES 








ABSA 

Floating 

2006/12/01 

57118305 

346 806 

- 


186 064 

TOTAL 




346 806 

. 

. 

186 064 

TOTAL LONG-TERM LIABILITIES 



4128 605 

- 

357 047 

3 610 816 
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APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 



HISTORICAL COST 


ACCUMULATED DEPRECIATION 


CARRYING 



VALUE 

Openinq 

Additions 

Closinq 

Openinq 

Additions 

Closinq 

30/06/2008 

Balance 

01/07/2008 


Balance 

30/06/2009 

Balance 

01/07/2008 


Balance 

30/06/2009 

LAND AND BUILDINGS 









Land 

10 113 673 

■ 

10 113 673 

- 


- 


10 113 673 

Buildings 

9 681 664 

256 408 

9 938 072 


727 949 

70133 

798 082 


9 139 990 


19 795 337 

' 256 408 

20 051 745 


727 949 

70133 

798 082 


19 253 663 

INFRASTRUCTURE 










Electricity 

17 613 749 

4 320 

17 618 069 


2 962 257 

420 633 

3 382 890 


14 235179 

Roads 

21 408 357 

1 787 998 

23 196 355 


8 375 981 

3 985 429 

12 361 410 


10 834 945 

Water 

97 234 655 

16 844 222 

114 078 877 


22 979 872 

1 415 882 

24 395 754 


89 683123 

Sewage 

98 837 455 

9 370 206 

108 207 661 


22 808 209 

4175 497 

26 983 705 


81 223 956 


235 094 216 

28 006 746 

263 100 962 


57126 319 

9 997 440 

67 123 760 


195 977 202 

COMMUNITY ASSETI 

5 









Community Facilities 

2 014 830 

90 500 

2105 330 


467 388 

151 678 

619 066 


1 486 264 

Recreation grounds 

5 632 480 

- 

5 632 480 


1 875 028 

410 244 

2 285 272 


3 347 208 


7 647 310 

90 500 

7 737 810 


2 342 416 

561 922 

2 904 338 


4 833 472 

HERITAGE ASSETS 










Heritage assets 

16 681 

- 

16 681 


3 209 

433 

3 642 


13 039 


16 681 

- 

16 681 


3 209 

433 

3 642 


13 039 

OTHER ASSETS 










Investment properties 

399 872 

- 

399 872 


311 820 

12 435 

324 255 


75 616 

Office equipment 

2 058 878 

3 396 254 

5 455132 


1 349 983 

291 583 

1 641 565 


3 813 567 

Furniture & Fittings 



- 




- 


- 


2 458 750 

3 396 254 

5 855 004 


1 661 803 

304 018 

1 965 821 


3 889183 











TOTAL 

265 012 293 

31 749 908 

296 762 201 


61 861 696 

10 933 946 

72 795 642 


223 966 560 
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APPENDIX C 






SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 






















Historical Cost 





Accumulated Depreciation 



Carrying 

Value 

30/06/2009 





Opening 

Balance 

01/07/2008 

Additions 

Disposals 

Closinq 

Balance 

30/06/2009 




Opening 

Balance 

01/06/2008 

Additions 

Disposals 

Closing 

Balance 

30/06/2009 







































Executive & Council 














Finance & Admin 



2 855 879 

3 396 254 


6 252 133 






1 790 873 

327 261 


2 118 134 



4133 999 


Health 



1 907 699 



1 907 699 







282 168 


282 168 



1 625 531 


Community & Social Services 

20 319 021 

346 908 


20 665 929 






2 389 504 

221 809 


2 611 313 



18 054 616 


Sport & Recreation 


5 632 479 



5 632 479 












5 632 479 


Waste Management 


98 837 455 

9 370 206 


108 207 661 






23 554 321 

3 883 984 


27 438 305 



80 769 356 


Road T ransport 



20 61 1 355 

1 787 998 


22 399 353 






8191 518 

3 680 449 


1 1 871 967 



10 527 386 


Water 



97 234 655 

16 844 222 


114 078 877 






22 979 872 

2 117 640 


25 097 512 



88 981 365 


Electricity 



17 613 749 

4 320 


17 618 069 






2 955 608 

420 633 


3 376 241 



14 241 828 






































TOTAL 



1 265 012 292 

1 31 749 908 

1 

1 296 762 200 | 



61 861 696 1 

10 933 944 

1 

1 72 795 640 | 

223 966 560 
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ANNEXURE D 


KOPANONG LOCAL MUNICIPALITY: SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR 
ENDED 30 JUNE 2009 


2008 

2008 

2008 


2009 

2009 

2009 

Actual 

Actual 

Surplus/ 


Actuai 

Actual 

Surpius/ 

Income 

Expenditure 

(Deficit) 


Income 

Expenditure 

(Deficit) 

R 

R 

R 


R 

R 

R 

3 630 469 

15 966 960 

(12 336 491) 

Executive & Council 

9 670 401 

7 171 453 

2 498 948 

433 516 

1 717 501 

(1 283 984) 

Human Reources 

309 670 

2 940 782 

(2 631 112) 

56 791 368 

16 342 730 

40 448 638 

Finance & Admin 

17 070 612 

3 469 341 

13 601 272 

4 392 

551 379 

(546 987) 

Planninq & Development 

4817 

612 761 

(607 944) 

113 760 

106 046 

7 714 

Fire Fiohtino 

80 769 

171 710 

(90 941) 

0 

416 111 

(416111) 

Storm water 

41 359 

49 618 

(8 259) 

554 913.68 


554 914 

Health 

6 057 252 


6 057 252 

1 514 630 

1 472 150 

42 480 

Library 

1 589 718 

1 589 147 

571 


284 124 

(284 124) 

Community & Social Service: 

0 

195 053 

(195 053) 

66 404 

13 345 

53 059 

Halls 

31 341 

12719 

18 621 

415 590 

175 122 

240 468 

Housino 



- 

127 976 


127 976 

Public Safety 



- 

28 086 

825 672 

(797 586) 

Sport & Recreation 

32 222 

1 339 280 

(1 307 058) 

590 855 

1 060 651 

(469 796) 

Property Services 

967 132 

4 118 247 

(3151 115) 



- 

Environmental Protection 



- 

22 728 651 

15 722 278 

7 006 373 

Waste Manaoemen 

25 947 623 

16 882 120 

9 065 503 

46 333 

5 119 530 

(5 073 197) 

Road Transport 

52 408 

6 524 604 

(6 472 196) 

24 914 641 

15 717 579 

9197 061 

Water 

28 874 258 

19 161 132 

9 713127 

19 180 883.10 

1 6 939 908 

2 240 975 

Electricity 

29 405 673 

22 1 55 302 

7 250 371 



- 

Waste Water Management 



- 

31 142 

953 899 

(922 757) 

Cemetries 

40 572 

1 112 783 

(1 072 210) 

131 173 610 

93 384 987 

38 711 380 

Total 

120135 256 

86 393 268 

33 741 988 
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APPENDIX Ed) 

KOPANONG LOCAL MUNICIPALITY: ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2009 



2009 2009 

2009 2 009.00 

Explanation of Significant Variances 

Actual (R) 

Budget (R) 

Variance (R) 

Variance (%) 

greater than 10% versus Budget 

REVENUE 





Property rates 

7 390 196 

3 225 524 

4 164 672 

1.29 


Property rates - penalties imposed and collectic 




1.00 


Service charges 

49 915 496 

80 091 115 

(30 175 619) 

-0.38 


Rental of facilities and equipment 

31 911 

69 684 

(37 773) 

-0.54 


Interest earned - external investments 

547 


547 



Interest earned - outstanding debtors 

3 892 322 


3 892 322 



Fines 

119 835 


119 835 



Licenses and permits 


16 259 

(16 259) 

-1.00 


Income for agency services 






Government grants and subsidies 

73 607 941 

4 134 034 

69 473 907 

16.81 


Other income 

8 689 271 

17 403176 

-8 713 905 

-0.50 


Public contributions, donated/contributed PPE 


600 571 

-600 571 

1.00 


Gains on disposal of property, plant and 
equipment 

41 100 


41 100 

1.00 


Total Revenue 

143 688 620 

105 540 363 

38148 257 

0.36 


EXPENDITURE 






Executive & Council 

23 389 247 

17 799 523 

5 589 724 

0.31 


Finance & Admin 

19 687 135 

18 292 000 

1 395 135 

0.08 


Planning & Development 

612 761 

786 441 

(173 680) 

-0.22 


Health 






Community & Social Services 

195 053 

4 122 196 

(3 927 143) 

-0.95 


Housing 


360 752 

(360 752) 

-1.00 


Public Safety 


441 127 

(441 127) 

-1.00 


Sport & Recreation 

1 339 280 

1 915 847 

(576 567) 

-0.30 


Environmental Protection 






Waste Management 

16 882 120 

14 089 639 

2 792 481 

0.20 


Road T ransport 

6 524 604 

9 460 306 

(2 935 702) 

-0.31 


Water 

19 161 132 

20 197 242 

(1 036 110) 

-0.05 


Electricity 

22 155 302 

18 073 644 

4 081 658 

0.23 


Total Expenditure 

109 946 632 

105538 717 

4 407 915 

0.04 


NET SURPLUS/(DEFICIT) FOR THE YEAR 

33 741 988 

1646 

33 740 342 

1.00 
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APPENDIX E(2) 


KOPANONG LOCAL MUNICIPALITY: ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND 
EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 

2008 

2008 

Explanation of Significant Variances 

Actual 

Budget 

Variance 

Variance 

greater than 5% versus Budget 

Additions 






R 

R 

R 

% 


Executive & Council 

3 644 690 

1 200 000 

(2 444 690) 

-203.72% 


Finance & Admin 




0.00% 


Planning & Development 


300 000 

300 000 

100.00% 


Health 

_ 

_ 

_ 

0 


Community & Social Services 

90 500 

765 000 

674 500 

88.17% 


Housing 




0.00% 


Public Safety 

_ 


_ 

0.00% 


Sport & Recreation 

_ 

_ 

_ 

0.00% 


Waste Management 

9 370 206 

10 684 477 

1 314 271 

12.30% 


Road Transport 

2 244 486 

_ 

(2 244 486) 

0.00% 


Water 

16 844 222 

18 700 000 

1 855 778 

9.92% 


Electricity 

4 320 

129 000 

124 680 

96.65% 


Other 

256 408 

_ 

(256 408) 

0.00% 



_ 

_ 

_ 

0.00% 


TOTAL 

32 454 832 

31 778 477 

-676 355 

-2.13% 
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APPENDIX F 


KOP AMONG LOCAL MUNICIPALITY DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 


Name of 
Grants 

Name of 
organ of 
state or 
municipal 
entity 

Quarterly Receipts 

Quarterly Expenditure 

Reason 

for 

delay/with 
holding of 
funds 

Grants and Subsidies delayed / withheld 

Did your 
municipali 
ty comply 
with the 
grant 
condition 

Reason 

fornon- 

complian 

ce 

Sept 

Dec 

March 

June 

Sept 

Dec 

March 

June 

Sept 

Dec 

March 

June 


Yes / No 


Equitable 

Share 

National 

Treasury 

11 648 979 

8 736 734 

14 561 224 


11 064 213 

11 064 213 

11 064 213 

11 064 213 





n/a 

Yes 


MIG 

National 

Treasury 

12 300 211 

7 474 135 

12 999 976 

1 122 000 

4 954 528 

2 919 838 

3451 655 

1 154 207 





n/a 

Yes 
















n/a 

Yes 


Financial 
& Budget 
Reform 

Provincial 

500 000 




179497 

140 547 

135 394 

74 349 





n/a 

Yes 


Local 

governm 

ent& 

Housing 

Provincial 

284 000 



300 000 



809 643 






n/a 

Yes 


MSIG 

Provincial 

500 000 

500 000 



288 350 

570 000 

46 650 






n/a 

Yes 


Provincial 

Treasury 

Provincial 




715 301 




715 301 





n/a 

Yes 


DWARF 

National 



17 000 000 

3 582 134 

6 561 654 

4 834 759 

6 046 293 

6 046 293 





n/a 

Yes 


Departme 
nt of 

Health 

National 

11004 

12120 


30 335 









n/a 

Yes 



















Electricity 

Grant 

National 




751 423 









n/a 

Yes 



25 244194 16 722 989 44 561 200 2 919 059 4 954 528 2 919 838 4 261 298 1 869 508 
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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND THE 

COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF 

THE KOPANONG LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Kopanong Local 
Municipality which comprise the statement of financial position as at 30 June 2009, the 
statement of financial performance, the statement of changes in net assets and the cash 
flow statement for the year then ended, and a summary of significant accounting policies 
and other explanatory notes as set out on pages 108 to 142. 

The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Statements of Generally Recognised 
Accounting Practice (Statements of GRAP) and in the manner required by the Local 
Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 
and for such internal control as the accounting officer determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1 996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA, my responsibility is to express an opinion on the financial 
statements based on conducting the audit in accordance with the International Standards 
on Auditing and General Notice 616 of 2008, issued in Government Gazette No. 31057 
of 15 May 2008. Because of the matters described in the Basis for disclaimer of opinion 
paragraphs, however, I was not able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

4. Paragraph 1 1 et seq. of the Statement of Generally Recognised Accounting Practice, 
GRAP 1 Presentation of Financial Statements requires that financial reporting by entities 
shall provide information on whether resources were obtained and used in accordance 
with the legally adopted budget. As the budget reporting standard is not effective for this 
financial year, I have determined that my audit of any disclosures made by the 
Kopanong Local Municipality in this respect will be limited to reporting on non- 
compliance with this disclosure requirement. 

Basis for disclaimer of opinion 

Property, plant and equipment 

5. For reasons as detailed below, I was unable to obtain sufficient appropriate audit 
evidence as to the existence, completeness, classification and valuation of and rights to 
property, plant and equipment with a carrying value of R223 966 560 (2008: 
R203 147 431) as disclosed in the statement of financial position and note 8 to the 
financial statements. 

(a) Investment property was not disclosed in the financial statements although the 
municipality has property which meets the definition of investment property in the 
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Standard of Generally Recognised Accounting Practice, GRAP 16 Investment Property. 
Due to the lack of properly maintained registers, which detail the location, value and 
classification of properties between owner-occupied and investment properties, there 
were no satisfactory alternative procedures that I could perform. 

(b) The asset register did not contain sufficient information regarding the classification of 
property, plant and equipment into the relevant classes of assets as required by the 
Standard of Generally Recognised Accounting Practice, GRAP 17 Property, plant and 
equipment, which includes land and buildings, infrastructure, community assets, heritage 
assets, other assets, finance lease assets and work in progress. I was thus unable to 
perform all the audit procedures that I considered necessary to confirm that property, 
plant and equipment had been appropriately classified in the financial statements. Due to 
the lack of information and extent of the weaknesses in the asset register, I was unable 
to perform reasonable alternative procedures. 

(c) Fixed assets with a value of R3 030 963 could not be physically verified due to the fact 
that the asset register did not contain adequate information regarding the description, bar 
codes and serial numbers of property, plant and equipment to physically confirm the 
existence of the asset. The existence of several infrastructure assets to the value of 
R245 449 398 could also not be confirmed owing to vague and unclear descriptions or 
insufficient detail with regard to the location of the specific asset. Due to the fact that the 
municipality did not maintain a centralised register which indicated the carrying value of 
assets at each year-end, I could not confirm the book value of these assets. 

(d) Based on the shortcomings listed below the introduction of depreciation was not sensibly 
applied. Consequently, sufficient appropriate audit evidence as to the valuation and 
completeness of the accumulated depreciation amounting to R72 795 641 

(2008: R61 861 696) as disclosed in note 8 to the financial statements and the accuracy 
and completeness of depreciation charges amounting to R7 550 073 (2008: R4 714 084) 
according to the statement of financial performance, could not be obtained. Due to the 
extent of the weaknesses no alternative procedures could be performed. 

• The municipality depreciated property, plant and equipment even though the 
municipality did not identify significant components to be depreciated separately and 
did not estimate the residual values of assets. Furthermore, I could not obtain the 
acquisition dates for assets purchased prior to 2001 and the date when infrastructure 
assets were available for use. Due to the lack of documents and information I could 
not perform alternative audit procedures to confirm the valuation and completeness of 
the accumulated depreciation. 

• In addition, the municipality did not calculate and deduct any depreciation for assets 
acquired in the current financial year. According to recalculations the accumulated 
depreciation as at 1 July 2007 was understated by R1 638 534 and depreciations for 
the prior and current financial year were understated by R481 299 and R597 892 
respectively. Depreciation was also calculated by using inappropriate useful lives, 
resulting in the understatement of depreciation by R2 097 953. 

• The deprecation for the year according to the statement of financial performance is 
R3 383 872 (2008: R57 147 612) less than the depreciation for the year disclosed in 
note 8 to the financial statements. As indicated above, I could not obtain adequate 
audit assurance as to the accuracy and completeness of depreciation charges. 

(e) Contrary to GRAP 17, the municipality recognised the costs amounting to R1 110 428 
incurred during the financial year to compile the valuation roll in terms of the Property 
Rates Act, 2004 (Act No. 6 of 2004) as property, plant and equipment. The cost price of 
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property, plant and equipment according to note 8 to the financial statements is therefore 
overstated by R1 110 428 and general expenditure understated by R1 110 428. 

(f) Supporting documentation, including invoices, to confirm acquisitions of property, plant 
and equipment amounting to R3 007 002 (2008: R1 135 697) could not be obtained. 
Furthermore, sufficient appropriate audit evidence as to the existence of input VAT 
claimed amounting to R369 281 could not be obtained. 

(g) The payment of invoices amounting to R656 658 received from contractors for capital 
expenditure was duplicated. Consequently property, plant and equipment as disclosed in 
note 8 to the financial statements is overstated by R656 658 and receivables as 
disclosed in note 13 to the financial statements is understated by the same amount. 

Due to the extent of the weaknesses in the municipality’s fixed asset records, the lack of 
sufficient appropriate supporting documentation and no reliance that could be placed on 
the internal verification of assets, I could also not perform reasonable alternative 
procedures to obtain all the documentation and explanations deemed necessary. 

Revenue 

6. As a result of the matters detailed below, I was unable to obtain sufficient appropriate 
audit assurance as to the completeness, accuracy, occurrence and classification of 
revenue disclosed as R149 992 730 (2008: R130 591 762) in the statement of financial 
performance. 

(a) No reconciliation of or explanations for a difference of R1 763 307 (2008: R508 427) 
between the actual income levied for assessment rates and a calculation of the 
assessment rates income based on the valuation roll could be provided. As a result, 
sufficient and appropriate audit evidence regarding the completeness and accuracy of 
assessment rates amounting to R7 446 971 (2008: R7 387 507), as disclosed in note 15 
to the financial statements, could not be obtained. As no assessment rates reconciliation 
had been performed, no alternative procedures could be performed. 

(b) The revenue for property rates according to the statement of financial performance is 
R56 775 less than the revenue for property rates disclosed in note 15 to the financial 
statements. The revenue for government grants and subsidies according to the 
statement of financial performance is R2 887 166 (2008: R8 077 044) less than the 
revenue for government grants disclosed in note 17 to the financial statements. 
Furthermore, the revenue from grants and subsidies according to note 17.1 to 17.1 1 is 
R2 360 405 more (2008: R5 190 315 less) than the revenue from government grants and 
subsidies disclosed in note 17 to the financial statements. As I did not obtain sufficient 
appropriate evidence as to the accuracy and completeness of revenue from property 
rates and government grants and subsidies as detailed in the report, I am not able to 
quantify the misstatements in this respect. 

(c) Part 1 8 of the municipality's credit control policy states that interest shall be charged on 
all arrear accounts at the prevailing overdraft rate offered by the municipality’s bankers 
plus two percentage points. Flowever, the interest charged on the debtors was incorrectly 
calculated. As the relevant information was not available, I was not able to calculate what 
the interest charged against trade and other receivables and interest-earned revenue 
should have been if the rates had been applied correctly. 

(d) Water meter readings used to levy service charges during the year were identified that 
were not correct. In certain instances it was also identified that the water consumption 
was not billed or that water service charges were incorrectly calculated. As the 
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municipality did not have a reliable process in place to ensure that water consumption 
was accurately billed, I was not able to calculate what the service charged against trade 
receivables and the revenue for service charges should have been if the service charges 
were based on the correct water consumption and charges. 

(e) Revenue generated from operating leases was not recognised on a straight-line basis 
over the lease term as required in terms of paragraph 69 of the Standards of Generally 
Recognised Accounting Practice, GRAP 13 Leases. As no rental contracts were 
available, sufficient appropriate audit assurance as to the valuation of other income 
amounting to R939 605 (2008: R968 876) could not be obtained. Moreover, alternative 
audit procedures could not be performed to calculate the misstatement relating to 
revenue from leases. 

(f) As a result of community uprising regarding the lack of service delivery, two of the units 
in the Kopanong municipal region were partially destroyed by fire. These two units, 
namely Bethulie and Jagersfontein, no longer had sufficient and appropriate audit 
evidence to support the accuracy and occurrence of revenue recorded by them, as the 
supporting documentation was destroyed in the fires. 

• As no route lists were available, I could not obtain sufficient appropriate audit 
evidence to support the accuracy of water meter readings. Without this evidence I 
could not confirm the occurrence, accuracy and completeness of service charges 
levied on consumer accounts amounting to R1 692 955. 

• I could not obtain registers or documents supporting other income amounting to 
R67 161 . As a result sufficient appropriate audit evidence as to the accuracy, 
completeness and occurrence of other income amounting to R67 161 could not be 
obtained. 

• Furthermore, due to the above limitations, sufficient appropriate audit evidence as to 
the accuracy, completeness and occurrence of the output VAT claimed on these 
transactions could not be obtained. 

Due to the lack of supporting documentation, no alternative procedures could be 
performed. 

(g) The incorrect classification of revenue resulted in the following misstatements of amounts 
disclosed in the statement of financial performance: 

• Service charges are overstated by R3 662 226. 

• Rental of facilities and equipment is understated by R971 526 (2008: R1 145). 

• Government grants and subsidies are understated by R3 333 395 (2008: R554 913). 

• Other Income is overstated by R14 738 593 (2008: R569 805). 

(h) Contrary to paragraph 98 of the Standards of Generally Recognised Accounting Practice, 
GRAP 1 Presentation of financial statements no detailed disclosures were made with 
regard to other income amounting to R14 993 381 (2008:R873 227), as disclosed in the 
statement of financial performance. 

(i) Journals were processed in the prior financial year to account for income from grants not 
previously recognised under IMFO. Differences amounting to R5 273 643 occurred 
between the values of the journals processed and the values obtained from supporting 
documentation. Consequently the corresponding amount for revenue from government 
grants and subsidies is understated by R5 273 643 in the statement of financial 
performance, general expenditure is understated by R284 987 in the statement of 
financial performance and the accumulated deficit is understated by R4 988 656 in the 
statement of financial position. 
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(j) A complete list/register for rotating electricity meters registered in the Kopanong district 
could not be provided by the electricity service provider or by the municipality. I was thus 
unable to confirm whether a debtor account existed and whether meter readings were 
taken in respect of all installed electricity meters. Alternatively the list of meters could 
also not be obtained from the Kopanong Local Municipality. Consequently, I was unable 
to obtain sufficient appropriate audit evidence as to the completeness of revenue from 
this source that amounted to R9 096 622 (2008: R6 059 288) for the year under review. 

(k) Contrary to paragraph 29 of the Standards of Generally Recognised Accounting Practice, 
GRAP 9 Revenue, revenue arising from pre-paid electricity sales was recognised when 
the cash was received at the vending point and when the consumer used the electricity. 
There was no system of control over such revenue on which I could rely for the purpose 
of my audit to determine the portion of revenue that had to be allocated to deferred 
income. Due to the volume of transactions involved, I could alternatively also not quantify 
the extent by which revenue and deferred income had been misstated. 

(l) According to the financial records of the municipality an amount of R17 023 080 (2008: 
R10 561 138) was received in respect of the sale of prepaid electricity. I was unable to 
obtain sufficient appropriate audit evidence as to the accuracy and completeness of 
revenue from prepaid electricity sales, as set out below. 

• According to the pre-paid transaction files for the period 1 July 2008 to 9 January 
2009 an amount of R6 981 228 was received for pre-paid electricity. According to a 
recalculation performed on the pre-paid data the amount should have been 

R6 657 833, resulting in an understatement of revenue by R323 395. 

• According to the financial statements an amount of R1 0 041 848 was received for the 
period 10 January to 30 June 2009 for prepaid electricity. I could, however, not obtain 
sufficient appropriate audit evidence as to the occurrence, accuracy and 
completeness of these sales. 

• Furthermore, according to the financial statements an amount of R484 935 was 
received with regard to prepaid electricity - free services recoverable for the period 
10 January to 30 June 2009. 1 could not obtain sufficient supporting documents to 
confirm this amount. 

Due to the lack of reconciliations and explanations of the difference I was also unable to 
perform reasonable alternative procedures. 

(m) The municipality received a water operating grant amounting to R1 064 000. As 
transactions were duplicated in the general ledger, the revenue in respect of the water 
operating grant amounted to R2 128 000 according to the financial statements. 
Consequently, revenue from government grants and subsidies as disclosed in the 
statement of financial performance is overstated by R1 064 000 and the government 
grant reserve as disclosed in the statement of changes in net assets is understated by 
the same amount. 

Accumulated surplus 

7. The amount disclosed for the accumulated surplus is R84 581 358 less than the 

accumulated surplus according to the general ledger as at 30 June 2008. As a result the 
accumulated surplus is understated and government grant reserve overstated by 
R84 581 358 as at 30 June 2008. As indicated in the paragraph relating to the 
government grant reserve, the transfer between the government grant reserve and the 
accumulated surplus for the current year is not reflected in the statement of changes in 
net assets. Furthermore, journal entries amounting to R4 229 278 in respect of changes 
in accounting policy and prior year errors were processed in the general ledger. The 
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statement of change in net assets also does not reflect these transactions that impact on 
the accumulated surplus. I could also not obtain adequate supporting documents to 
confirm the adjustments. Due to the extent of the weakness no alternative procedures 
could be performed. Consequently, sufficient appropriate audit evidence as to the 
valuation and completeness of the accumulated surplus of R169 468 191 (2008: 

R129 422 093) could not be obtained. 

8. Information required in terms of paragraphs 28 and 29 of the Standards of Generally 
Recognised Accounting Practice, GRAP 3 Accounting policies, changes in accounting 
estimates and errors, in respect of changes in accounting policy and prior period errors 
resulting in adjustments of R4 229 278 (2008: R20 763 213), as indicated above, was not 
disclosed in the financial statements. Included in the amount of R4 229 278 are 
transactions that do not relate to a change in accounting estimate or a prior period error 
as defined in paragraph 4 of GRAP 3. Consequently, the accumulated surplus as 
disclosed in the statement of changes in net assets is overstated by R1 056 779; 
revenue from service charges according to note 16 to the financial statements is 
understated by R860 054 and the cost price of property, plant and equipment as 
disclosed in note 8 to the financial statements is overstated by R176 983 and accounts 
payable as disclosed in note 5 is understated by R19 742. 

9. Transactions to account for the value-added tax (VAT) and revenue of the electricity 
service provider were inappropriately recorded, resulting in the understatement of the 
accumulated surplus amounting to R64 435. In addition, the VAT receivable is overstated 
by R420 501 and the revenue from service charges is overstated by R484 936. 

10. Contrary to GRAP 1 the statement of financial position includes a balance of 

R49 064 973 for a prior year adjustment, while this amount is disclosed as a separate 
reserve for the change in accounting policy in the statement of changes in net assets. 

The accumulated surplus is thus overstated by R49 064 973. 

Government grant reserve 

1 1 . For reasons as detailed below I could not obtain sufficient appropriate audit evidence as 
to the valuation and completeness of the government grant reserve as disclosed in the 
statement of financial position and the statement of changes in net assets amounting to 
R1 05 422 756 (2008: R1 1 2 31 8 344): 

(a) Paragraph 1 15 of the Standards of Generally Recognised Accounting Practice, GRAP 1 
Presentation of financial statements states that all items of revenue and expense 
recognised in a period should be included in surplus or deficit for the period unless 
another Standard of GRAP requires otherwise. This implies that reserve accounting is 
not allowed in terms of GRAP. 

• Contrary to the above, the municipality increased the accumulated surplus by 
reducing the depreciation charge and recognising the corresponding entry of 

R6 172 577 for the 2008-09 financial year and R4 566 070 for the 2007-08 financial 
year in the government grant reserve. 

• According to the general ledger, transfers between the accumulated surplus and the 
government grant reserve amounting to R80 352 105 were made. I could not obtain 
documents supporting the journal entries in respect of these transfers. The statement 
of changes in net assets, however, indicates that no transfers were made. 
Furthermore, capital grants used to purchase property, plant and equipment of 

R44 573 714 and offsetting of depreciation of R4 566 070 were transferred between 
the government grant reserve and the accumulated surplus according to the 
statement of changes in net assets during the prior year. No journal entries were 
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processed in the general ledger for these transfers. Since the department’s 
accounting records did not permit the application of reasonable alternative audit 
procedures, I was unable to obtain all the information and explanations I considered 
necessary to confirm the transfers. 

(b) The closing balance of the government grant reserve must be equal to the net book 
value of assets funded from grants according to the accounting policy applied. Due to the 
errors as reported above and the fact that the municipality did not maintain a register of 
assets financed from grants, the value of the government grant reserve could not be 
compared to the net book value of assets financed from grants. 

(c) Due to the incorrect recording of journal entries in respect of the government grant 
reserve account, the following misstatements occurred: 

• The government grant reserve as disclosed in the statement of changes in net assets 
is overstated by R1 035 366. 

• General expenses according to note 22 to the financial statements is overstated by 
R1 225 216. 

• Employee-related costs according to note 1 8 to the financial statements is overstated 
by R189 850. 

Expenditure 

12. For reasons as detailed below I was unable to obtain sufficient appropriate audit 
evidence as to the occurrence, completeness and accuracy of expenditure of 
R109 946 631 (2008: R91 880 382) as disclosed in the statement of financial 
performance. 

(a) I was unable to obtain supporting documents for expenditure amounting to R1 760 381 . 
As the municipality did not implement adequate control measures to prevent and identify 
expenditure incurred without supporting documents, I was unable to perform alternative 
procedures and quantify the total misstatement in this respect. 

(b) I was unable to obtain documents supporting the fact that goods and services amounting 
to R780 800 were received by the municipality. Due to the extent of the weakness no 
alternative procedures could be performed and I could not obtain adequate information to 
quantify the total misstatement in this respect. Consequently, sufficient appropriate audit 
evidence as to the occurrence of expenditure could not be obtained. 

(c) General expenses of R26 771 896 (2008: R14 037 958) as per the statement of financial 
performance are R27 312 407 (2008: R29 913 465) less than the amount of general 
expenses as disclosed in note 22 to the financial statements. The general expenses in 
note 22 are thus overstated by R27 312 407 (2008: R29 913 465). 

(d) The incorrect classification of expenditure resulted in the following misstatements of 
amounts disclosed in the statement of financial performance: 

• Employee-related costs is understated by R5 034 21 1 (2008: R4 383 240) 

• Remuneration of councillors is understated by R630 790 (2008: overstated by 
R1 186 351). 

• Depreciation is overstated by R2 788 705 (2008: understated by R432). 

• Repairs and maintenance is overstated by R833 505. 

• Interest paid is overstated by R251 254 (2008: R420 844). 

• Bulk purchases is overstated by R22 161 509 (2008: R20 092 545). 

• General expenses is understated by R6 274 077 (2008: R21 878 914). 
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(e) No supporting documentation could be obtained for journal entries that impacted on 
expenditure amounting to R1 141 890. As a result, sufficient, appropriate audit evidence 
as to the completeness, accuracy and classification of general expenses amounting to 
R1 141 890 could not be obtained. Due to the lack of supporting documentation, 
alternative audit procedures could not be performed. 

(f) The trial balance for the prior financial year, after adjusting journals were processed, 
includes the statement of financial performance expenditure accounts amounting to 
R4 716 186. These accounts relate to adjustments made during the conversion to 
Generally Recognised Accounting Practice (GRAP) and should have been included in 
the accumulated deficit. This resulted in the overstatement of general expenditure and 
the understatement of the accumulated deficit by R4 716 186 in the corresponding 
figures for the prior year. 

(g) Possible duplicate payments amounting to R548 795 were identified. Supporting 
documentation could not be obtained to confirm whether the payments are in fact a 
duplicate payment or not. Sufficient appropriate audit evidence as to the occurrence of 
expenditure amounting to R548 795 could thus not be obtained. Due to the lack of 
supporting documents alternative audit procedures could not be performed. 

(h) The input VAT on a purchase from the bulk water provider of the municipality amounting 
to R893 366 was incorrectly recorded twice on the "Input VAT" account. Bulk purchases 
are therefore understated by R894 366 in the statement of financial performance. Due to 
the reconciliation methods for VAT adopted in prior years, I cannot confirm the effect of 
the adjustment on the assets and liabilities disclosed in the statement of financial 
position. 

Employee costs 

13. Section 124(1)(a) and (c) of the MFMA requires the disclosure of the salaries, allowances 
and benefits of the municipal manager, chief financial officer, senior managers and 
councillors. Differences between the amounts disclosed in notes 18 and 19 to the 
financial statements and the recalculated amounts based on the payroll data and general 
ledger resulted in the following misstatements: 

• The total employee-related cost according to note 1 8 to the financial statements is 
understated by R5 034 21 1 . 

• The remuneration of the municipal manager according to note 1 8 to the financial 
statements is understated by R162 144. 

• The remuneration of the chief financial officer according to note 1 8 to the financial 
statements is understated by R1 18 020. 

• The remuneration of senior managers according to note 1 8 to the financial 
statements is overstated by R12 874. 

• The remuneration of councillors according to note 1 9 to the financial statements is 
understated by R630 790. 

Furthermore, the prior figure for employee costs according to note 18 to the financial 
statements is R1 061 509 more than the employee costs for the prior year according to 
the statement of financial performance. Employee costs, for the prior year, amount to 
R29 048 317 according to the general ledger. Thus employee costs for the prior year as 
disclosed in note 18 to the financial statements are understated by R3 322 731 . 

14. During the year, the municipality provided both travel and cellphone allowances to 
several employees. Flowever, no documented or approved policy regarding these 
allowances could be submitted. As a result, the accuracy of the allowances paid 
amounting to R947 380 could not be confirmed. Moreover, no details of these allowances 
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were included in the employment contracts of the employees to confirm the occurrence 
and accuracy of the allowances. Owing to the lack of supporting documents, sufficient 
appropriate audit evidence as to the occurrence and accuracy of travel and cellphone 
allowances of R2 610 388 included in employee costs of R33 151 223 as disclosed in the 
statement of financial performance could not be obtained. 

Accounts receivable 

15. For reasons as detailed below, I was unable to obtain sufficient appropriate audit 
evidence as to the existence, rights, completeness and valuation of and rights and 
obligations relating to receivables and other receivables of R32 726 219 
(2008: R21 167 226) and R4 661 314 (2008: R6 816 599) respectively as disclosed in 
the statement of financial position, and the related detailed disclosure in notes 12 and 13 
to the financial statements: 

(a) Paragraph 58 of IAS 39 states that an entity shall assess, at the end of each reporting 
period, whether there is any objective evidence that a financial asset or group of financial 
assets is impaired. The municipality, however, did not assess the consumer receivables, 
individually or by category, for any indication that these assets may be impaired. As 
disclosed in note 12 to the financial statements, the provision for doubtful debts 
amounted to R14 319 643 as at 30 June 2009 (2008:R15 931 304). The provision made 
is a general provision, and was not made in accordance with the above-mentioned 
standard. As the relevant information was not available I was not able to calculate what 
the impairment charge against trade and other receivables and bad debt expense should 
have been had IAS 39 been applied correctly. 

(b) Several consumers registered for indigent status during the year and received a monthly 
subsidy of R100 on their accounts from the month in which they applied. However, I 
could not obtain any application forms and documentation supporting the applications of 
these consumers. As a result, sufficient and appropriate audit evidence could not be 
obtained to confirm whether these consumers were entitled to the monthly indigent 
subsidy and whether these amounts should have been credited to their consumer 
accounts. Due to the extent of the weakness and the limitation of scope regarding 
supporting documents and number of indigents registered, I was unable to quantify the 
misstatement of receivables included in note 12. 

(c) Consumer receivables as disclosed in the statement of financial position and in note 12 
to the financial statements include consumer receivables with credit balances amounting 
to R1 964 651 (2008: R2 257 203) that should have been transferred to payables. 
Consequently receivables and payables are overstated by R1 964 651 

(2008: R2 257 203). 

(d) I could not obtain sufficient appropriate audit evidence to confirm the restatement of the 
prior year figure of receivables in respect of rates from R13 870 021 to RIO 206 673. 

(e) Accounts receivable according to note 12 is R4 202 753 less (2008: R81 964 more) than 
the value of accounts receivable according to ageing as disclosed in note 12.1 to the 
financial statements. Consumer debts written off in the prior year according to note 12 is 
also R2 287 341 more than the consumer debts written disclosed in note 12.1 to the 
financial statements. Furthermore the provision for doubtful debts according to note 12 is 
R473 878 less than the provision for doubtful debts disclosed in note 12.1 to the financial 
statements. The municipality’s records did not permit the performance of alternative 
procedures regarding these unexplained differences. 
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(f) No reconciliation between the debtor sub-ledger and the general ledger was performed 
on a monthly basis and at year-end at the electricity service provider. The amount for 
debtors according to the debtor age analysis and general ledger is R843 576 less than 
the total of the debtor sub-ledger transaction list. 

(g) Several debtor accounts were in arrears at 30 June 2009; however, no subsequent 
payments were made by these debtors for three months after year-end. Additionally, the 
service agreements entered into between the municipality and the debtors could not be 
obtained. As a result, sufficient and appropriate audit evidence regarding the existence of 
these debtors could not be obtained. 

(h) The incorrect classification of accounts in the prior year resulted in the following 
misstatements of corresponding amounts disclosed in the statement of financial position: 

• Accounts receivable are understated by R3 368 804. 

• Other receivables are overstated by R4 658 1 45. 

The municipality’s records did not permit the performance of alternative audit procedures 
regarding receivables. Consequently I could not gain sufficient appropriate audit 
evidence as to the existence, valuation and completeness of and rights and obligations 
relating to receivables and I could not calculate the effect of the adjustment on the assets 
and liabilities as disclosed in the statement of financial position or the income and 
expenditure as disclosed in the statement of financial performance. 

Accounts payable 

16. Paragraph 47 of the Statements of Generally Accepted Accounting Practice (GAAP) IAS 
39 (AC 133) Financial Instruments: Recognition and Measurement states that after initial 
recognition, financial liabilities are measured at amortised cost using the effective interest 
method. Contrary to the above, expenses which have deferred payment terms have not 
been discounted by the municipality. Furthermore, trade creditors as disclosed in note 5 
to the financial statements are not carried at amortised cost. The municipality's records 
and information available did not permit the performance of alternative audit procedures 
regarding trade creditors. Consequently, I could not calculate the amounts by which trade 
and other creditors, interest expenditure and a fair value adjustment were misstated. 

17. Paragraph 39 of the IAS 39 states that an entity shall remove a financial liability (or part 
of a financial liability) from its statement of financial position when it is extinguished. 
Cheques amounting to R1 391 478 (2008: R225 040) issued before year-end had not yet 
been presented for payment by 30 June 2009. Due to the above, accounts payable, as 
disclosed in note 5 to the financial statements, are understated by R1 391 478, and cash 
and cash equivalents, disclosed in note 14, are understated by the same amount. 

18. Supporting documentation could not be obtained for balances amounting to R2 805 918 
(2008: R8 851 662) included in accounts payable. Furthermore, supporting 
documentation could not be provided for payments totalling R4 536 830 as per the bank 
statements subsequent to year-end. As a result it could not be confirmed if these 
payments relate to transactions before year-end that should have been accrued for. As a 
result, sufficient, appropriate audit evidence as to the existence and valuation of 
accounts payable amounting to R31 778 766 (2008: R27 712 891) as disclosed in note 5 
to the financial statements could not be obtained. Due to the lack of supporting 
documentation and records, no alternative procedures could be performed and I was not 
able to quantify the misstatement in this respect. 

19. Included in the corresponding figure for accounts payable as disclosed in the statement 
of financial position and note 5 to the financial statements of the prior year is a control 
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account amounting to R276 303 that had been created to manage the contributions 
made by the public for the capital infrastructure expenses planned to facilitate the 
installation of new electricity connections. This matter has not yet been resolved and due 
to the lack of information I was also unable to perform reasonable alternative procedures 
to obtain sufficient appropriate audit evidence as to the existence and valuation of this 
prior year payable. 

20. The incorrect classification of accounts in the prior year resulted in the overstatement of 
the corresponding amounts disclosed for payments in the statement of financial position 
by R341 214. 

Capital commitments 

21 . 1 was unable to obtain sufficient appropriate audit evidence as to the completeness and 
valuation of the capital commitments amounting to R27 906 091 as disclosed in note 26 
to the financial statements. A list of the capital commitments could not be obtained, as 
the amount disclosed in the financial statements is based on an estimated figure. 
Furthermore, an adequately maintained contract register could not be obtained 

to perform alternative procedures. Due to the lack of supporting documents I was also 
unable to perform reasonable alternative procedures to confirm the value and 
completeness of the commitments. 

Unauthorised, irregular and fruitless and wasteful expenditure 

22. As at 30 June 2009, the municipality's expenditure for various votes exceeded the 
appropriated budget for those votes due to inadequate budget control measures. 
Although disclosure regarding the unauthorised expenditure was made in note 29.3 to 
the financial statements as required in terms of section 125(2)(d) of the MFMA, the 
amount of unauthorised expenditure disclosed is understated by R7 468 637. 

23. Irregular expenditure of R37 001 287 was incurred during the financial year, due to the 
supply chain management policy and regulations relating to the evaluation and 
requesting of bids that were not adhered to. This amount was not disclosed in note 29.2 
to the financial statements as required in terms of section 125(2)(d) of the MFMA. 

24. 1 could not be provided with sufficient, appropriate audit evidence that management had 
properly identified, investigated and recorded all irregular expenditure transactions during 
the year under review. There were no satisfactory alternative audit procedures that I 
could perform to obtain reasonable assurance regarding the completeness of irregular 
expenditure. 

25. Fruitless and wasteful expenditure amounting to R4 338 390, as set out below, was 
incurred during the financial year. 

• Due care had not been taken with regard to payments for salaries, resulting in an 
overpayment of salaries amounting to R130 423. 

• Duplicate payments were made with regard to goods and services, amounting to 
R748 591 . 

• Interest on outstanding accounts amounting to R65 092 was incurred due to late 
payments. 

• Appropriate processes were not followed with costs of R3 394 284 relating to 
appointments and promotions of officials. 

These amounts were not disclosed in note 29.1 to the financial statements as required in 
terms of section 125(2)(d) of the MFMA. As adequate systems and procedures were not 
in place to prevent and detect fruitless and wasteful expenditure, I was not able to 
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perform alternative procedures to confirm the amount by which fruitless and wasteful 
expenditure is misstated. 

26. Several amounts totalling R693 778 were incorrectly included as part of the amount of 
R1 895 261 disclosed as fruitless and wasteful expenditure, in note 29.1 to the financial 
statements. These amounts represent legal fees incurred during the year and should not 
be disclosed as fruitless expenditure. As a result fruitless and wasteful expenditure, as 
disclosed in note 29.1 to the financial statements, is overstated by R693 778. 

27. Due to a lack of records and supporting documents I could not obtain adequate audit 
assurance as to the accuracy and occurrence of fruitless and wasteful expenditure of 
R2 144 717, irregular expenditure of R855 027 and unauthorised expenditure of 

R345 785 as included in the amounts disclosed in note 29 for unauthorised, irregular and 
fruitless and wasteful expenditure. Due to the lack of supporting documentation, no 
alternative procedures could be performed. This matter was also reported in the prior 
financial year. 

28. No information on any criminal or disciplinary steps taken as a result of such losses or 
such unauthorised, irregular or fruitless and wasteful expenditures or whether these 
amounts are recoverable was disclosed in note 29 to the financial statement as required 
in terms of section 125(2)(d) of the MFMA. The distribution loss of R5 637 396 from the 
water service was not disclosed in the notes to the financial statements as required in 
terms of section 125(2)(d) of the MFMA. Furthermore, the distribution loss for electricity 
could not be determined as proper records were not kept in respect of distribution losses 
incurred during the year under review and was therefore not disclosed as required. 

Inventory 

29. For reasons as detailed below I was unable to obtain sufficient appropriate audit 
evidence as to the valuation of water inventory of R13 066 988 (2008: R2 101 780) as 
disclosed in the statement of financial position and the related detailed disclosure in note 
1 1 to the financial statements. 

• The water stock was not measured by the municipality and therefore the calculation 
of water inventory was based on water sales and purchases from 1 July 2007 to 
30 June 2009. 

• Opening water stock as at 1 July 2007 was estimated to be equal to the water 
purchases of the month of June 2007. 

• Management's calculations of the value of water inventory as at 30 June 2008 did not 
include an estimation of reticulation losses whilst management's calculations of the 
value of water inventory as at 30 June 2009 estimated reticulation losses to be 17% 
of purchases. 

• Furthermore, based on management's calculations the municipality had an average 
of 338 days in stock as at 30 June 2009. 

Based on the above, the valuations of the water inventory as at 30 June 2008 and 
30 June 2009 were not accurately estimated. As the water inventory was not measured 
at 30 June 2008 and 30 June 2009, I could not perform alternative audit procedures to 
obtain sufficient adequate audit assurance as to the valuation of the water inventory. 

30. Due to unreliable inventory records maintained in the prior year, sufficient appropriate 
audit assurance as to existence, completeness and valuation of the corresponding figure 
in respect of consumable stores amounting to R396 360, as disclosed in note 1 1 to the 
financial statements, could not be obtained. Due to the lack of supporting documentation, 
no alternative procedures could be performed. 
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Unspent conditional grants 

31 . For the reasons listed below I could not obtain sufficient appropriate audit evidence as to 
the valuation and completeness of unspent MIG conditional grants amounting to R4 845 
974 (2008: R8 022 130) as disclosed in note 6 to the financial statements. Furthermore, 
sufficient appropriate audit assurance as to the accuracy and completeness of revenue 
recognised for government grants and subsidies amounting to R73 607 941 (2008: 

R81 871 853) according to the statement of financial performance, could also not be 
obtained. 

(a) A letter dated 26 June 2009 from the National Treasury indicated that unspent 
infrastructure grants amounted to R8 803 000 as at 30 June 2008. Documentation from 
the National Treasury indicating whether the municipality may retain the funds could not 
be obtained. Furthermore, the municipality could not provide detailed calculations 
indicating how the amount of unspent grants as at 30 June 2008 was determined. The 
balance of unspent infrastructure grants according to the general ledger amounted to 
R7 074 031 on 30 June 2008. Consequently, the corresponding figure for unspent 
conditional grants according to note 6 to the financial statements and the accumulated 
deficit are understated by R1 728 969. 

(b) According to the reconciliation of the opening to the closing balance of conditional grants, 
the closing balance of unspent conditional grants amounted to R7 682 942 as at 
30 June 2009. According to note 6 to the financial statements, the balance of the 
unspent conditional grants amounts to R4 845 974. Together with an amount of R58 408 
that is disclosed as a payable in respect of unconditional grants, this led to an 
understatement of unspent conditional grants and receipts according to note 6 to the 
financial statements by R2 901 383 and accounts payable as disclosed in note 5 to the 
financial statements by R748 312 and an overstatement of the government grant reserve 
disclosed in the statement of changes in net assets by R3 649 695. 

(c) I could, however, not obtain any information and records indicating the balance of 
unspent conditional grants per project as at 30 June 2009. Furthermore, I could not 
obtain correspondence from the National Treasury with regard to the unspent conditional 
grant per project as at 30 June 2009. Thus adequate audit assurance as to the valuation 
and completeness of unspent conditional grants per project as listed in notes 6 and 17 to 
the financial statements and the accuracy and completeness of revenue according to the 
statement of financial performance could not be obtained. Due to the lack of information 
and records, I could not perform alternative audit procedures to obtain the required audit 
assurance. 

Provisions 

32. Contrary to the Statement of Generally Recognised Accounting Practice, GRAP 19 
Provisions, contingent liabilities and contingent assets the following amounts were 
incorrectly classified as provisions in note 4 to the financial statements instead of being 
classified as payables and accruals. 



2009 

2008 

Audit fee provision 

1 384 968,00 

1 384 968,00 

Leave provision 

2 102 492,00 

2 055 736,00 

Bonus provision 

759 839,00 

759 839,00 

Totai 

4 247 299,00 

4 200 543,00 
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The accrual for bonuses of R759 839 showed no movement from the prior year, while 
according to calculations performed, the accrual is understated by R316 145 as at year- 
end. Furthermore the payables in respect of audit fees of R1 384 968 also showed no 
movement from the prior year, whereas this balance should be zero, as the amount due 
for audit fees of R409 459 as at year-end was already included in payables. As a result 
provisions are overstated by R4 247 299, general expenses are overstated by 
R1 384 968, employee-related costs are understated by R316 145 and other payables 
are understated by R3 178 476. 

33. In the absence of reliable leave records it was not possible to gain sufficient appropriate 
audit evidence as to the completeness and valuation of the accrual for leave amounting 
to R2 102 492 (2008: R2 055 736) as disclosed in note 4 to the financial statements. In 
the absence of reliable leave records it was also not possible to perform alternative 
procedures to accurately confirm the value of the accrual. 

Long-term liabilities 

34. 1 was unable to obtain loan agreements in respect of long-term liabilities amounting to 
R2 849 555 included in the long-term liabilities of R2 876 879 (2008: R3 156 001) as 
disclosed on the statement of financial position and in note 2 to the financial statements. 
Alternative procedures performed to obtain the agreements from external sources were 
also not successful. I was thus unable to obtain sufficient appropriate audit evidence as 
to the existence and valuation of and the municipality’s obligation in respect of long-term 
liabilities. 

Investments 

35. Investments amounting to R2 264 641 (2008: R2 192 373) were incorrectly classified as 
non-current asset investments instead of cash and cash equivalents according to the 
definition of cash and cash equivalents contained in the Standard of Generally 
Recognised Accounting Practice, GRAP 2 Cash Flow Statements. Consequently 
investments are overstated by R2 264 641 (2008: R2 192 373) and cash and cash 
equivalents are understated by the same amount. 

36. The accounting policy for the investments, as currently disclosed in the financial 
statements, meets the definition of a held-to-maturity investment according to IAS 39 and 
is not appropriate for short-term investments. 

Value-added tax (VAT) 

37. A reconciliation was prepared at year-end to record the amount of VAT receivable from 
the South African Revenue Service (SARS). However, amounts totalling R331 267 were 
not included in the reconciliation. As a result the VAT receivable by the municipality of 
R234 529 as disclosed in note 7 to the financial statements is understated by R331 227. 

38. At year-end, receivables amounting to R35 690 716 were outstanding in respect of 
vatable services. However, no payables were recorded to account for the VAT payable to 
SARS regarding these receivables. As a result, payables included in note 5 to the 
financial statements are understated by R4 383 070. Due to the reconciliation methods 
adopted in prior years, I cannot confirm the effect of the adjustment on the income and 
expenditure disclosed in the statement of financial performance. This, however, 
ultimately results in the understatement of accumulated surplus as at 30 June 2009 by 
R4 383 070. 

Presentation and disclosure 
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39. The following Standards of Generally Recognised Accounting Practice (GRAP) are 
effective for financial periods commencing on or after 1 April 2008, These standards 
were not included in note 1 .2 to the financial statements which lists all the effective 
standards and pronouncements: 

Standards of GRAP: 


Reference 

Topic 

GRAP 13 

Leases 

GRAP 16 

Investment properties 


Effective accrual-based IPSAS: 


Reference 

Topic 


IPSAS 20 

Related Party Disclosures 

IPSAS 21 

Impairment of Non-Cash-Generating 

Assets 

Effective IFRS and IAS: 


Reference 

Topic 

IFRS 7 

Financial Instruments: Disclosures 

IAS 19 

Employee Benefits 

IAS 32 

Financial Instruments: Presentation 

IAS 36 

Impairment of Non Cash-Generating assets 


A letter received from the National Treasury with regard to the exemption to fully comply 
with GRAP for the current financial year states that no exemptions to comply with GRAP 
have been granted to the municipality. Contrary to the above, the municipality disclosed 
the following exemptions from GRAP within accounting policy note 1 .2: 


Standard number 

Standard title 

GRAP 17 

Property, plant and equipment 

GRAP 13 

Leases 

GRAP 9 

Revenue 

ISA 39 

Financial Instruments: recognition and measurement 

GRAP 9 

Accounting for government grants and disclosure of government 
assistance 

IAS 19 (AC 116) 

Employee Benefits 

IAS 36 (AC 128) 

Impairment of Assets 

IFRS 5 AND IFRS 7 

Financial Instruments: recognition and measurement 


40. The municipality incorrectly indicated in their accounting policies that the following 
exemptions are applicable in accordance with Government Gazette 30013: 

Paragraph 

5: Impairment of property, plant and equipment 
15.1 : Pension, provident and retirement funds 
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41 . Contrary to paragraph 8A of the transitional provisions as per Directive 4 for medium and 
low capacity municipalities issued by the Accounting Standards Board the financial 
statements do not disclose the following: 

• The fact that the entity has taken advantage of the transitional provisions. 

• Information on the progress made by an entity towards measuring assets or liabilities 
in accordance with the requirements of Standards of GRAP and recognising major 
classes of assets and liabilities that have not been recognised in full. 

42. Contrary to the Statements of Generally Accepted Accounting Practice (GAAP), IFRS 7 
(AC 1 44) Financial Instruments: Disclosures the financial statements do not disclose the 
risks arising from financial instruments to which the entity is exposed. 

43. Changes to the accounting policy resulting from the initial implementation of the 
Standards of GRAP were not adequately disclosed in terms of the requirements of 
paragraph 28 of GRAP 3. Furthermore, I was not able to confirm whether the information 
disclosed in note 25 to the financial statements in respect of prior year adjustments 
resulting from the initial implementation of the Standards of GRAP was fairly stated due 
to the scope limitations included in this report and conflicting information contained in the 
note. 

44. The nature and amount of material expenses were not disclosed separately in note 22 to 
the financial statements as required in terms of paragraph 98 of GRAP 1 . 

45. After year-end, both the Bethulie and Jagersfontein administrative offices were partially 
destroyed in a fire, constituting a material non-adjusting event in terms of the Standards 
of Generally Recognised Accounting Practice GRAP 14, Events after the Reporting Date. 
Although the nature of these events was disclosed in note 28 to the financial statements, 
an estimate of the financial effect, or a statement that such estimate cannot be made, 
was not disclosed as required in terms of paragraph 27 of GRAP 14. 

46. According to section 125(1) of the MFMA the total amounts paid in audit fees, taxes, 
levies, duties, pension and medical aid contributions and contributions to local 
government, and whether any amounts were outstanding as at the end of the financial 
year, must be disclosed. No disclosure in this respect was made in the financial 
statements. 

47. At the end of the financial year 12 councillors had amounts totalling R26 970 (2008: 

R12 275) outstanding for more than 90 days which were not disclosed in the notes to the 
financial statements as required in terms of section 124(1)(b) of the MFMA. 

48. The non-compliance with the MFMA as listed in the report was not disclosed in the 
financial statements as required by section 125(2)(2) of the MFMA. 

Cash flow statement 

49. 1 was not able to confirm whether the cash flow statement and the related notes are fairly 
stated due to the material effect on the cash flow statement and related notes of scope 
limitations and identified misstatements as reported in this report. 


Disclaimer of opinion 
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50. Because of the significance of the matters described in the Basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit evidence 
to provide a basis for an audit opinion. Accordingly, I do not express an opinion on the 
financial statements. 

Other matters 

I draw attention to the following matters that relate to my responsibilities in the audit of the 

financial statements: 

Material inconsistencies in information included in the annexures to the financial 

statements 

51 . The annexures to the financial statements, set out on pages 143 to 149, contain material 
errors and the information contained therein is inconsistent with the information 
contained in the annual financial statements in respect of property, plant and equipment, 
revenue, expenditure and surplus for the year reported in both the 2008 and the 2009 
financial years. 

Unaudited supplementary schedules 

52. The supplementary information set out on pages 143 to 149 does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

Non-compliance with applicable legislation 

Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 

53. According to section 65(2)(e) of the MFMA, the accounting officer of a municipality must 
ensure that all money owing by the municipality is paid within 30 days of receiving the 
relevant invoice or statement, unless prescribed otherwise for certain categories of 
expenditure. In respect of payments totalling R28 031 708, I was unable confirm that 
payments were made within the prescribed period. 

54. Section 127(2) of the MFMA prescribes that the accounting officer of a municipality must 
table the annual report of the municipality in the council within seven months after the 
end of the financial year. The annual report of the municipality was, however, not tabled 
by the accounting officer within the prescribed time frame. 

55. In terms of section 129(1) of the MFMA, the council of a municipality must consider the 
annual report of the municipality and by no later than two months from the date on which 
the annual report was tabled in the council, adopt an oversight report containing the 
council’s comments on the annual report. I could not be provided with evidence that an 
oversight report had been prepared by the council. 

Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) 

56. The council only met in the first and last quarter of the financial year, and not on a 
quarterly basis as required by section 18(2) of the MSA. 

57. In terms of section 57(1 )(b) of the MSA, a performance agreement must be concluded on 
an annual basis with the municipal manager of a municipality and a person to be 
appointed as a manager directly accountable to the municipal manager. I could not be 
provided with performance agreements for the section 57 managers. 

Governance framework 
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58. The governance principles that impact the auditor’s opinion on the financial statements 
are related to the responsibilities and practices exercised by the accounting officer and 
executive management and are reflected in the internal control deficiencies and key 
governance responsibilities addressed below: 

Internal control deficiencies 

59. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial 
and risk management and internal control. The table below depicts the root causes that 
gave rise to the deficiencies in the system of internal control, which led to the disclaimer 
of opinion. The root causes are categorised according to the five components of an 
effective system of internal control. (The number listed per component can be followed 
with the legend below the table.) In some instances deficiencies exist in more than one 
internal control component. 


Par. no. 

Basis for disclaimer of opinion 

CE 

RA 

CA 

1C 

M 

5 

Property, plant and equipment 



4,5 

1 

2 

6 

Revenue 

5 

3 

3,4,5 

1 

2 

7-10 

Accumulated surplus 



5 


2 

11 

Government grant reserve 



5 


2 

12 

Expenditure 



3,4,5 


1,2 

13-14 

Employee costs 



4,6 


2 

15 

Accounts receivable 

5 

2,4 

3,4 

1 

2 

16-19 

Accounts payable 



3,4 


1,2 

20 

Capital commitments 



4 



21-27 

Unauthorised, irregular and fruitless and wasteful expenditure 

3,5 


4,5 


1,2 

28-29 

Inventory 



5 


2 

30 

Unspent conditional grants 



5 



31-32 

Provisions 



4 


1 

33 

Long-term liabilities 



4,5 



34-35 

Investments 




1 

2 

36-37 

Value-added tax 



5 

1 


38-47 

Presentation and disclosure 



5 

1 

1,2 

48 

Cash flow statement 



4 




Overall reflections on the governance framework based on Internal control 
deficiencies 


60. Numerous officials were appointed in acting positions for a significant portion of the year. 
This impacted the ability of the municipality to continue performing functions as there was 
little or no continuity. Furthermore, this resulted in documentation being lost or misfiled, 
as officials in acting positions were not aware of the actions of those who had previously 
held those positions. The chief financial officer position had been vacant since April 2009 
and was not filled at the date of my report. 

61 . Officials did not take responsibility for errors identified during the audit and for actions 
required to rectify matters. A significant amount of documentation was not available for 
audit procedures, resulting in numerous qualifications based on a limitation of scope. 

62. Staff in the finance unit and consultants that were engaged to compile the financial 
statements did not have a clear understanding of the financial reporting framework and 
the municipality did not have adequate individuals competent in financial reporting and 
related matters. The work performed by consultants was not adequately monitored and 
supervised by the accounting officer. 
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63. The fact that the financial statements contained significant errors is attributed to the 
accounting officer not developing and implementing adequate control measures to 
ensure that financial statements and financial reporting information were properly 
reviewed before submission to the Auditor-General. The chief financial officer and audit 
committee also did not adequately review the financial statements before submission to 
the Auditor-General. These weaknesses indicate a serious lack of oversight over 
financial reporting in the municipality. 

64. Monitoring and supervision by the senior managers responsible for financial 
administration during the financial year was insufficient and there was a lack of 
leadership oversight. 


Legend 

CE = Control environment 

The organisational structure does not address areas of responsibility and lines of reporting to support effective 
control over financial reporting. 

1 

Management and staff are not assigned appropriate levels of authority and responsibility to facilitate control over 
financial reporting. 

2 

Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of 
personnel. 

3 

Integrity and ethical values have not been developed and are not understood to set the standard for financial 
reporting. 

4 

The accounting officer/accounting authority does not exercise oversight responsibility over financial reporting 
and internal control. 

5 

Management’s philosophy and operating style do not promote effective control over financial reporting. 

6 

The entity does not have individuals competent in financial reporting and related matters. 

7 

RA = Risk assessment 

Management has not specified financial reporting objectives to enable the identification of risks to reliable 
financial reporting. 

1 

The entity does not identify risks to the achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and impact of the risks identified. 

3 

The entity does not determine a risk strategy/action plan to manage identified risks. 

4 

The potential for material misstatement due to fraud is not considered. 

5 

CA = Control activities 

There is inadeguate segregation of duties to prevent fraudulent data and asset misappropriation. 

1 

General information technology controls have not been designed to maintain the integrity of the information 
system and the security of the data. 

2 

Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, 
and are completely and accurately processed. 

3 

Actions are not taken to address risks to the achievement of financial reporting objectives. 

4 

Control activities are not selected and developed to mitigate risks over financial reporting. 

5 

Policies and procedures related to financial reporting are not established and communicated. 

6 

Realistic targets are not set for financial performance measures, which are in turn not linked to an effective 
reward system. 

7 

IC = Information and communication 

Pertinent information is not identified and captured in a form and time frame to support financial reporting. 

1 

Information required to implement internal control is not available to personnel to enable internal control 
responsibilities. 

2 

Communications do not enable and support the understanding and execution of internal control processes and 
responsibilities by personnel. 

3 

M = Monitoring 

Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal 
control over financial reporting. 

1 

Neither reviews by internal audit or the audit committee nor self-assessments are evident. 

2 

Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective action 
to be taken. 

3 
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Key governance responsibilities 

65. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is the 
implementation of key governance responsibilities, which I have assessed as follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easiiy avaiiable and provided in a timeiy manner 

1. 

No significant difficulties were experienced during the audit concerning delays or the 
availability of requested information. 


X 

Quaiity of financiai statements and reiated management information 

2. 

The financial statements were not subject to any material amendments resulting from the 
audit. 

X 


3. 

The annual report was submitted for consideration prior to the tabling of the auditor’s report. 

X 


Timeiiness of financiai statements and management information 

4. 

The annual financial statements were submitted for auditing as per the legislated deadlines 
in section 126 of the MFMA. 


X 

Avaiiabiiity of key officiais during audit 

5. 

Key officials were available throughout the audit process. 

X 


Deveiopment of and compliance with risk management, effective internai controi and governance practices 

6. 

Audit committee 




• The municipality had an audit committee in operation throughout the financial year. 

X 


• The audit committee operates in accordance with approved, written terms of reference. 


X 

• The audit committee substantially fulfilled its responsibilities for the year, as set out in 
section 166(2) of the MFMA. 


X 

7. 

Internal audit 




• The municipality had an internal audit function in operation throughout the financial year. 

X 


• The internal audit function operates in terms of an approved internal audit plan. 


X 

• The internal audit function substantially fulfilled its responsibilities for the year, as set out 
in section 165(2) of the MFMA. 


X 

8. 

There are no significant deficiencies in the design and implementation of internal control in 
respect of financial and risk management. 


X 

9. 

There are no significant deficiencies in the design and implementation of internal control in 
respect of compliance with applicable laws and regulations. 


X 

10. 

The information systems were appropriate to facilitate the preparation of the financial 
statements. 


X 

11. 

A risk assessment was conducted on a regular basis and a risk management strategy, which 
includes a fraud prevention plan, is documented and used as set out in section 62(1)(c)(i) of 
the MFMA. 


X 

12. 

Powers and duties have been assigned as set out in section 79 of the MFMA. 


X 
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No. 

Matter 

Y 

N 

Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 


X 

14. 

SCOPA resolutions have been substantially implemented. 


X 

Issues relating to the reporting of performance information 

15. 

The information systems were appropriate to facilitate the preparation of a performance 
report that is accurate and complete. 


X 

16. 

Adequate control processes and procedures are designed and implemented to ensure the 
accuracy and completeness of reported performance information. 


X 

17. 

A strategic plan was prepared and approved for the financial year under review for purposes 
of monitoring the performance in relation to the budget and delivery by the Kopanong Local 
Municipality against its mandate, predetermined objectives, outputs, indicators and targets 
as required by section 68 of the MFMA. 


X 

18. 

There is a functioning performance management system and performance bonuses are only 
paid after proper assessment and approval by those charged with governance. 

X 



Overall reflections on the governance framework based on other key governance 
requirements 


66. Numerous officials were appointed in acting positions for a significant portion of the 
year. This impacted the ability of the municipality to continue performing functions as 
there was little or no continuity. This resulted in documentation being lost or misfiled, as 
officials in acting positions were not aware of the actions of those who had previously 
held those positions. 

67. Political interference detrimentally affected oversight and hampered the implementation 
of key governance responsibilities. As a result the terms of reference of the audit 
committee could not be finalised, a risk assessment could not be performed, and powers 
and responsibilities could not be delegated. 

68. The work of the consultants engaged to compile the financial statements was not 
adequately monitored to ensure that the annual financial statements were submitted to 
the Auditor-General as per the legislated deadlines. 

69. The audit committee did not function as intended, as the audit committee charter was 
not approved by the council and several functions of the audit committee were not 
performed during the financial year, as the internal audit section was not functional. The 
financial statements were also not reviewed by the audit committee. 

70. The accounting officer did not actively monitor the implementation of the SCOPA 
resolutions and the action plan to correct prior year audit findings, which resulted in 
matters previously reported regarding the audit committee, internal audit and irregular 
expenditure not being addressed. 

71 . The head of the internal audit unit did not implement an action plan, and did not perform 
any internal audits during the year due to interference by the accounting officer. As a 
result, several deficiencies in the internal controls regarding financial and risk 
management and non-compliance with laws and regulations were not addressed, since 
deficiencies were not reported to management, and follow-up audits were not performed 
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to monitor whether management took adequate action to address deficiencies in internal 
control. 

72. The non-compliance with laws and regulatory requirements is a result of the accounting 
officer failing to implement adequate policies and procedures and to monitor the 
compliance with laws and regulations. 

Investigations 

73. As requested by the municipality, an investigation was conducted during the year under 
review concerning consultants that were possibly irregularly appointed by the former 
municipal manager. The investigation was still ongoing at the reporting date. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on performance information 

74. I have reviewed the performance information as set out on pages 36 to 99. 

The accounting officer’s responsibility for the performance information 

75. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the municipality 
in terms of section 46 of the MSA. 

The Auditor-General’s responsibility 

76. I conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008 
and section 45 of the MSA. 

77. In terms of the foregoing my engagement included performing procedures of an audit 
nature to obtain sufficient appropriate evidence about the performance information and 
related systems, processes and procedures. The procedures selected depend on the 
auditor’s judgement. 

78. I believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the findings reported below. 

Findings on performance information 

Non-compliance with regulatory requirements 

Existence and functioning of a performance audit committee 

79. The Kopanong Local Municipality did not appoint and budget for a performance audit 
committee, nor was another audit committee utilised as the performance audit 
committee, as required by regulation 14(2) of the Municipal Planning and Performance 
Management Regulations, 2001 . 

No service delivery and budget implementation plan 

80. The accounting officer did not submit to the mayor a draft service delivery and budget 
implementation plan (SDBIP) for the budget year within 14 days after approval of the 
annual budget as required by section 69(3)(a) of the MFMA. The municipality’s SDBIP 
was thus not approved by the mayor within 28 days after approval of the budget as 
required by section 53(1)(c)(ii) of the MFMA. 

Lack of adoption or implementation of a performance management system 


172 


81. The municipal manager did not ensure that the municipality has and maintains an 
effective, efficient and transparent system of internal controls regarding performance 
management, which describe and represent how the institution’s processes of 
performance planning, monitoring, measurement, review and reporting will be 
conducted, organised and managed, as required in terms of section 38 of the MSA. 

Content of the integrated development plan 

82. The integrated development plan (IDP) of the Kopanong Local Municipality did not 
include the key performance indicators and performance targets determined in terms 
of its performance management system, as required by sections 26(i) and 41(1)(b) of 
the MSA and regulation 12 of the Municipal Planning and Performance Management 
Regulations, 2001 . 

No mid-year budget and performance assessments 

83. I could not be provided with evidence that the report by the accounting officer on mid- 
year budget and performance assessments was submitted to the mayor and Provincial 
Treasury, as required by section 72 of the MFMA. 

Performance results of the previous year not disclosed 

84. A comparison between the current and previous year's performance was not included 
in the annual performance report, as required by section 46(1 )(a) of the MSA. 

Measures to improve performance not disclosed 

85. The measures implemented to improve the performance of the municipality were not 
disclosed in the annual report, as required by section 46(1 )(c) of the MSA. 

86. The Kopanong Local Municipality did not comply with regulatory requirements 
regarding performance information due to the fact that there were no personnel in 
certain key positions during the year under review to attend to the requirements and 
senior staff did not effectively monitor the compliance with regulatory requirements. 


Usefulness and reliability of reported performance information 

87. The following criteria were used to assess the usefulness and reliability of the 

information on the municipality’s performance with respect to the objectives in its IDP: 

• Consistency: Has the municipality reported on its performance with regard to its 
objectives, indicators and targets in its approved IDP? 

• Relevance: Is the performance information as reflected in the indicators and 
targets clearly linked to the predetermined objectives and mandate? Is this specific 
and measurable, and is the time period or deadline for delivery specified? 

• Reliability: Can the reported performance information be traced back to the source 
data or documentation and is the reported performance information accurate and 
complete in relation to the source data or documentation? 

The following findings relate to the above criteria: 

Inconsistently reported performance information 
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88. The Kopanong Local Municipality did not report consistently on its performance 
information with regard to the development priorities as per the approved IDP. The 
inconsistencies can be attributed to the lack fact that the municipal manager did not 
implement effective and efficient controls regarding the reporting of performance 
information. 

Reported performance information not reiiabie 

Lack of source documentation 

89. Sufficient appropriate audit evidence in relation to the reported performance 
information of the water, electricity and roads, streets and storm water programmes 
could not be obtained, as the relevant source documentation could not be provided for 
audit purposes. 

Source information not accurate and compiete 

90. The source information or evidence provided to support the reported performance 
information with regard to the water and parks and recreation programmes did not 
adequately support the accuracy and completeness of the facts. 

91 . Service delivery and performance measurement were not adequately monitored and 
supervised by senior management. No oversight was performed to ensure that the 
systems in respect of performance information were effective and that performance 
information reports were reliable and complete. 

APPRECIATION 

92. The assistance rendered by the staff of the Kopanong Local Municipality during the 
audit is sincerely appreciated. 

Bloemfontein 

8 December 2009 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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RESPONSES 
AUDIT REPORT 
2008-09 


175 


KOPANONG LOCAL MUNICIPALITY 


ACTION PLAN IN RESPECT OF AUDITOR GENERAL REPORT TO THE FREE 
STATE PROVINCIAL LEGISLATURE ON THE FINANCIAL STATEMENTS OF 
KOPANONG LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 


UDIT COMMENT / FINDING 


No 


MANAGEMENT 

RESPONSE 


PERSON 


RESPONSIBIL 

E 


START 

DATE 


END 

DATE 


Property, plant and equipment 

For reasons as detailed below, I was unable to obtain sufficient 
appropriate audit evidence as to the existence, completeness, 
classification and valuation of and rights to property, plant and 
equipment with a carrying value of R223 966 560 (2008: 
R203 147 431) as disclosed in the statement of financial position 
and note 8 to the financial statements. 

Investment property was not disclosed in the financial statements 
although the municipality has property which meets the definition 
of investment property in the Standard of Generally Recognised 
Accounting Practice, GRAP 16 Investment Property. Due to the 
lack of properly maintained registers, which detail the location, 
value and classification of properties between owner-occupied and 
investment properties, there were no satisfactory alternative 
procedures that I could perform. 

The asset register did not contain sufficient information regarding 
the classification of property, plant and equipment into the relevant 
classes of assets as required by the Standard of Generally 
Recognised Accounting Practice, GRAP 17 Property, plant and 
equipment, which includes land and buildings, infrastructure, 
community assets, heritage assets, other assets, finance lease 
assets and work in progress. I was thus unable to perform all the 
audit procedures that I considered necessary to confirm that 
property, plant and equipment had been appropriately classified in 
the financial statements. Due to the lack of information and extent 
of the weaknesses in the asset register, I was unable to perform 
reasonable alternative procedures. 

Fixed assets with a value of R3 030 963 could not be physically 
verified due to the fact that the asset register did not contain 
adequate information regarding the description, bar codes and 
serial numbers of property, plant and equipment to physically 
confirm the existence of the asset. The existence of several 
infrastructure assets to the value of R245 449 398 could also not 
be confirmed owing to vague and unclear descriptions or 
insufficient detail with regard to the location of the specific asset. 


A register will be compiled and 
kept up to date to ensure that 
investment properties are 
disclosed in the financial 
statements 


A new system will be implemented 
to ensure that sufficient 
information can be supplied and 
the relevant classifications can be 
done according to GRAP. 


Proper descriptions will be given 
in the new Asset Register, and all 
assets will be checked to ensure 
where bar-codes are lost that it be 
replaced. This will ensure that 
assets can be verified for audit 
purposes. The infrastructure must 


MRL Inc 


01/02/2010 


31/05/2010 


MRL Inc 


01/02/2010 


31/05/2010 


Asset Accountant / MRL Inc 


31/05/2010 

and 

30/06/2012 
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PERSON 


No 


UDIT COMMENT / FINDING 


Due to the fact that the municipality did not maintain a centralised 
register which indicated the carrying value of assets at each year- 
end, I could not confirm the book value of these assets. 


MANAGEMENT RESPONSIBIL 
RESPONSE E 

be completed over a three year 
time frame and the municipality 
will ensure that the infrastructure 
will be correct within this period. 


START 

DATE 


END 

DATE 


Based on the shortcomings listed below the introduction of 
depreciation was not sensibly applied. Consequently, sufficient 
appropriate audit evidence as to the valuation and completeness of 
the accumulated depreciation amounting to R72 795 641 
(2008: R61 861 696) as disclosed in note 8 to the financial 
statements and the accuracy and completeness of depreciation 
charges amounting to R7 550 073 (2008: R4 714 084) according to 
the statement of financial performance, could not be obtained. 
Due to the extent of the weaknesses no alternative procedures 
could be performed 


I 


li 


iii 


The municipality depreciated property, plant and equipment even 
though the municipality did not identify significant components to 
be depreciated separately and did not estimate the residual values 
of assets. Furthermore, I could not obtain the acquisition dates for 
assets purchased prior to 2001 and the date when infrastructure 
assets were available for use. Due to the lack of documents and 
information I could not perform alternative audit procedures to 
confirm the valuation and completeness of the accumulated 
depreciation. 


The relevant information will be 
obtained and depreciation will be 
done correctly. 


MRL Inc 


In addition, the municipality did not calculate and deduct any 
depreciation for assets acquired in the current financial year. 
According to recalculations the accumulated depreciation as at 1 
July 2007 was understated by R1 638 534 and depreciations for 
the prior and current financial year were understated by R481 299 
and R597 892 respectively. Depreciation was also calculated by 
using inappropriate useful lives, resulting in the understatement of 
depreciation by R2 097 953. 

The deprecation for the year according to the statement of financial 
performance is R3 383 872 (2008: R57 147 612) less than the 
depreciation for the year disclosed in note 8 to the financial 
statements. As indicated above, I could not obtain adequate audit 
assurance as to the accuracy and completeness of depreciation 
charges. 


The correct useful lives of assets 
will be used and the current year 
depreciation of the relevant three 
years will be corrected 


MRL Inc 


MRL Inc 


01/02/2010 


31/05/2010 


01/02/2010 


31/05/2010 


01/02/2010 


31/05/2010 


Contrary to GRAP 17, the municipality recognised the costs 
amounting to R1 110 428 incurred during the financial year to 
compile the valuation roll in terms of the Property Rates Act, 2004 


The difference will be investigated 
and the statements will be 
corrected. 


MRL Inc 


(Act No. 6 of 2004) as property, plant and equipment. The cost 


price of property, plant and equipment according to note 8 to the 


financial statements is therefore overstated by R1 110 428 and 


general expenditure understated by R1 110 428. 


18/01/2010 


31/01/2010 
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UDIT COMMENT / FINDING 


No 


MANAGEMENT 

RESPONSE 


PERSON 


RESPONSIBIL 

E 


START 

DATE 


END 

DATE 


Supporting documentation, including invoices, to confirm 
acquisitions of property, plant and equipment amounting to 
R3 007 002 (2008: R1 135 697) could not be obtained. 

Furthermore, sufficient appropriate audit evidence as to the 
existence of input VAT claimed amounting to R369 281 could not 
be obtained. 


The valuation roll will be taken out 
of the Asset register. 


Expenditure Accountant 


18/01/2010 


g 


The payment of invoices amounting to R656 658 received from 
contractors for capital expenditure was duplicated. Consequently 
property, plant and equipment as disclosed in note 8 to the 
financial statements is overstated by R656 658 and receivables as 
disclosed in note 1 3 to the financial statements is understated by 
the same amount. 


The supporting documents will be 
obtained and submitted to the 
Office of the Auditor-General. 


MRL Inc 


01 / 02/2010 


26/02/2010 


Due to the extent of the weaknesses in the municipality’s fixed 
asset records, the lack of sufficient appropriate supporting 
documentation and no reliance that could be placed on the internal 
verification of assets, I could also not perform reasonable 
alternative procedures to obtain all the documentation and 
explanations deemed necessary. 


The funds was deducted from the 
next claims and therefore there 
was no financial lost. It however 
happened over the financial year- 
end and therefore the statements 
must be corrected. 


6 . 


a 


Revenue 


As a result of the matters detailed below, I was unable to obtain 
sufficient appropriate audit assurance as to the completeness, 
accuracy, occurrence and classification of revenue disclosed as 
R149 992 730 (2008: R130 591 762) in the statement of financial 
performance. 

No reconciliation of or explanations for a difference of R1 763 307 
(2008: R508 427) between the actual income levied for 
assessment rates and a calculation of the assessment rates 
income based on the valuation roll could be provided. As a result, 
sufficient and appropriate audit evidence regarding the 
completeness and accuracy of assessment rates amounting to 
R7 446 971 (2008: R7 387 507), as disclosed in note 15 to the 
financial statements, could not be obtained. As no assessment 
rates reconciliation had been performed, no alternative procedures 
could be performed 


A rates reconciliation will be done 
in future and will be available for 
audit purposes. 


Revenue Accountant 


01 / 02/2010 


15/07/2010 


b 


The revenue for property rates according to the statement of 
financial performance is R56 775 less than the revenue for 
property rates disclosed in note 15 to the financial statements. The 
revenue for government grants and subsidies according to the 
statement of financial performance is R2 887 166 (2008: 
R8 077 044) less than the revenue for government grants 
disclosed in note 17 to the financial statements. Furthermore, the 
revenue from grants and subsidies according to note 17.1 to 17.1 1 
is R2 360 405 more (2008: R5 190 315 less) than the revenue 
from government grants and subsidies disclosed in note 17 to the 


The misstatements in the financial 
statements will be investigated 
and corrected. 


MRL Inc 


18/01/2010 


31/01/2010 
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PERSON 


No 


UDIT COMMENT / FINDING 


financial statements. As I did not obtain sufficient appropriate 
evidence as to the accuracy and completeness of revenue from 
property rates and government grants and subsidies as detailed in 
the report, I am not able to quantify the misstatements in this 
respect. 


MANAGEMENT 

RESPONSE 


RESPONSIBIL 

E 


START 

DATE 


c 


Part 18 of the municipality's credit control policy states that interest 
shall be charged on all arrear accounts at the prevailing overdraft 

rate offered by the municipality’s bankers plus two percentage The mistake will be investigated 

points. However, the interest charged on the debtors was and corrected if needed. 

incorrectly calculated. As the relevant information was not 

available, I was not able to calculate what the interest charged 

against trade and other receivables and interest-earned revenue 

should have been if the rates had been applied correctly. 


Revenue Accountant 


d 


Water meter readings used to levy service charges during the year 
were identified that were not correct. In certain instances it was 
also identified that the water consumption was not billed or that 
water service charges were incorrectly calculated. As the 
municipality did not have a reliable process in place to ensure that 
water consumption was accurately billed, I was not able to 
calculate what the service charged against trade receivables and 
the revenue for service charges should have been if the service 
charges were based on the correct water consumption and 
charges. 


A internal control process will be 
compiled and implemented to 
ensure that water readings and 
levies are correct. 


Revenue Accountant 


18/01/2010 


18/01/2010 


e 


Revenue generated from operating leases was not recognised on 
a straight-line basis over the lease term as required in terms of 
paragraph 69 of the Standards of Generally Recognised 
Accounting Practice, G RAP 13 /.eases. As no rental contracts 
were available, sufficient appropriate audit assurance as to the 
valuation of other income amounting to R939 605 (2008: 
R968 876) could not be obtained. Moreover, alternative audit 
procedures could not be performed to calculate the misstatement 
relating to revenue from leases. 

As a result of community uprising regarding the lack of service 
delivery, two of the units in the Kopanong municipal region were 
partially destroyed by fire. These two units, namely Bethulie and 
Jagersfontein, no longer had sufficient and appropriate audit 
evidence to support the accuracy and occurrence of revenue 
recorded by them, as the supporting documentation was destroyed 
in the fires. 


The contracts will be obtained and 
the leases will be recognised 
correctly. 


MRL Inc. / Housing Officer 


18/01/2010 


I 


As no route lists were available, I could not obtain sufficient 
appropriate audit evidence to support the accuracy of water meter 
readings. Without this evidence I could not confirm the occurrence, 
accuracy and completeness of service charges levied on 
consumer accounts amounting to R1 692 955. 

I could not obtain registers or documents supporting other income 
amounting to R67 161. As a result sufficient appropriate audit 
evidence as to the accuracy, completeness and occurrence of 
other income amounting to R67 161 could not be obtained 


The municipality is busy 
renovating and changing a 
building at Head office to serves 
as a archive. Copies of all 
documents will be kept here in 
future. 


Director: Corporate Services 


Revenue Accountant 


18/01/2010 


Completed 


Furthermore, due to the above limitations, sufficient appropriate 
audit evidence as to the accuracy, completeness and occurrence 


END 

DATE 


31/01/2010 


31/01/2010 


31/05/2010 


30/06/2010 


On-going 
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END 

DATE 


UDIT COMMENT / FINDING 

MANAGEMENT 

RESPONSIBIL 

No 


RESPONSE 

E 


of the output VAT claimed on these transactions could not be 

Registers had been implemented 





obtained. 

and will be available in future. 





Due to the lack of supporting documentation, no alternative 

procedures could be performed. 





g 

The incorrect classification of revenue resulted in the following 

misstatements of amounts disclosed in the statement of financial 

performance: 


MRL Inc. 

18/02/2010 

31/01/2010 


Service charges are overstated by R3 662 226. 






Rental of facilities and equipment is understated by R971 526 
(2008: R1 145). 

Government grants and subsidies are understated by R3 333 395 






(POOR- R554 913) 






other Income is overstated by R14 738 593 (2008: R569 805). 

will be made. 




h 

Contrary to paragraph 98 of the Standards of Generally 

Recognised Accounting Practice, GRAP 1 Presentation of financial 

statements no detailed disclosures were made with regard to other 

income amounting to R14 993 381 (2008:R873 227), as disclosed 

in the statement of financial performance 


MRL Inc 

18/01/2010 

31/01/2010 

I 

Journals were processed in the prior financial year to account for 

income from grants not previously recognised under IMFO. 

Differences amounting to R5 273 643 occurred between the values 

of the journals processed and the values obtained from supporting 

documentation. Consequently the corresponding amount for 

revenue from government grants and subsidies is understated by 

R5 273 643 in the statement of financial performance, general 

expenditure is understated by R284 987 in the statement of 

The corrections to the statements 

will be made. 

MRL Inc. 

18/01/2010 

31/01/2010 


financial performance and the accumulated deficit is understated 

by R4 988 656 in the statement of financial position. 






The amounts will be checked and 






corrected where needed. 




j 

A complete list/register for rotating electricity meters registered in 

the Kopanong district could not be provided by the electricity 

service provider or by the municipality. 1 was thus unable to 

confirm whether a debtor account existed and whether meter 


CFO - Centlec 

01/02/2010 

26/02/2010 


readings were taken in respect of all installed electricity meters. 

Alternatively the list of meters could also not be obtained from the 

Kopanong Local Municipality. Consequently, 1 was unable to obtain 






sufficient appropriate audit evidence as to the completeness of 

revenue from this source that amounted to R9 096 622 (2008: 

R6 059 288) for the year under review 

A full list will be compiled and 

submitted to the Office of the 




k 

Contrary to paragraph 29 of the Standards of Generally 

Recognised Accounting Practice, GRAP 9 Revenue, revenue 

arising from pre-paid electricity sales was recognised when the 

cash was received at the vending point and when the consumer 

used the electricity. There was no system of control over such 

revenue on which 1 could rely for the purpose of my audit to 

determine the portion of revenue that had to be allocated to 

deferred income. Due to the volume of transactions involved, 1 

could alternatively also not quantify the extent by which revenue 

Auditor-General. 

CFO - Centlec 

01/02/2010 

31/05/2010 


and deferred income had been misstated 

A system to determine the 




I 

According to the financial records of the municipality an amount of 

R17 023 080 (2008: RIO 561 138) was received in respect of the 

sale of prepaid electricity. 1 was unable to obtain sufficient 

deferred income for pre-paid 

electricity will be developed to 

ensure that reporting is done 
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UDIT COMMENT / FINDING 


No 


MANAGEMENT 

RESPONSE 


PERSON 


RESPONSIBIL 

E 


START 

DATE 


END 

DATE 


appropriate audit evidence as to the accuracy and completeness of 
revenue from prepaid electricity sales, as set out below. 

According to the pre-paid transaction files for the period 1 July 
2008 to 9 January 2009 an amount of R6 981 228 was received for 
pre-paid electricity. According to a recalculation performed on the 
pre-paid data the amount should have been R6 657 833, resulting 
in an understatement of revenue by R323 395 
According to the financial statements an amount of RIO 041 848 
was received for the period 10 January to 30 June 2009 for 
prepaid electricity. I could, however, not obtain sufficient 
appropriate audit evidence as to the occurrence, accuracy and 
completeness of these sales. 

Furthermore, according to the financial statements an amount of 
R484 935 was received with regard to prepaid electricity - free 
services recoverable for the period 10 January to 30 June 2009. I 
could not obtain sufficient supporting documents to confirm this 
amount. 

Due to the lack of reconciliations and explanations of the difference 
I was also unable to perform reasonable alternative procedures. 

The municipality received a water operating grant amounting to 
R1 064 000. As transactions were duplicated in the general ledger, 
the revenue in respect of the water operating grant amounted to 
R2 128 000 according to the financial statements. Consequently, 
revenue from government grants and subsidies as disclosed in the 
statement of financial performance is overstated by R1 064 000 
and the government grant reserve as disclosed in the statement of 
changes in net assets is understated by the same amount 


correctly. 


CFO - Centlec 


CFO - Centlec 


CFO - Centlec 


01/02/2010 


01 / 02/2010 


26/02/2010 


26/02/2010 


The difference will be investigated 
and corrected if needed. 


A reconciliation will be done and 
submitted to the Auditor-General 


A reconciliation will be done and 
submitted to the Auditor-General 


MRL Inc 


18/01/2010 


31/01/2010 


Will be corrected. 


Accumulated Surplus 

The amount disclosed for the accumulated surplus is R84 581 358 
less than the accumulated surplus according to the general ledger 
as at 30 June 2008. As a result the accumulated surplus is 
understated and government grant reserve overstated by 
R84 581 358 as at 30 June 2008. As indicated in the paragraph 
relating to the government grant reserve, the transfer between the 
government grant reserve and the accumulated surplus for the 
current year is not reflected in the statement of changes in net 
assets. Furthermore, journal entries amounting to R4 229 278 in 
respect of changes in accounting policy and prior year errors were 
processed in the general ledger. The statement of change in net 
assets also does not reflect these transactions that impact on the 
accumulated surplus. I could also not obtain adequate supporting 


These amounts will be 
investigated and will be corrected. 


MRL inc 


01/02/2010 


31/05/2010 
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MANAGEMENT 

RESPONSE 

PERSON 

START 

DATE 

END 

DATE 

No 

UDIT COMMENT / FINDING 

RESPONSIBIL 

E 


documents to confirm the adjustments. Due to the extent of the 

weakness no alternative procedures could be performed. 

Consequently, sufficient appropriate audit evidence as to the 

valuation and completeness of the accumulated surplus of 

R169 468 191 (2008: R129 422 093) could not be obtained 





8. 

Accounting Policies 

Information required in terms of paragraphs 28 and 29 of the 

Standards of Generally Recognised Accounting Practice, GRAP 3 

Accounting policies, changes in accounting estimates and errors, 

in respect of changes in accounting policy and prior period errors 

resulting in adjustments of R4 229 278 (2008: R20 763 213), as 

indicated above, was not disclosed in the financial statements. 

Included in the amount of R4 229 278 are transactions that do not 

relate to a change in accounting estimate or a prior period error as 

defined in paragraph 4 of GRAP 3. Consequently, the accumulated 

surplus as disclosed in the statement of changes in net assets is 

overstated by R1 056 779; revenue from service charges 

according to note 16 to the financial statements is understated by 

R860 054 and the cost price of property, plant and equipment as 

disclosed in note 8 to the financial statements is overstated by 

R176 983 and accounts payable as disclosed in note 5 is 

understated by R19 742 

Financial Statements will be 

corrected 

MRL Inc 

01/02/2010 

26/01/2010 

9. 

VAT 

Transactions to account for the value-added tax (VAT) and 

revenue of the electricity service provider were inappropriately 

recorded, resulting in the understatement of the accumulated 

surplus amounting to R64 435. In addition, the VAT receivable is 

overstated by R420 501 and the revenue from service charges is 

overstated by R484 936. 

The financial statements will be 

corrected. 

CFO - Centlec 

01/02/2010 

31/05/2010 

10. 

Statement of Financial position 

Contrary to GRAP 1 the statement of financial position includes a 

balance of R49 064 973 for a prior year adjustment, while this 

amount is disclosed as a separate reserve for the change in 

accounting policy in the statement of changes in net assets. The 

accumulated surplus is thus overstated by R49 064 973. 

The financial Statements will be 

corrected 

MRL Inc 

18/01/2010 

31/01/2010 

11. 

a 

Government Reserve 

For reasons as detailed below 1 could not obtain sufficient 

appropriate audit evidence as to the valuation and completeness of 

the government grant reserve as disclosed in the statement of 

financial position and the statement of changes in net assets 

amounting to R1 05 422 756 (2008: R1 1 2 31 8 344): 

Paragraph 115 of the Standards of Generally Recognised 

Accounting Practice, GRAP 1 Presentation of financial statements 

states that all items of revenue and expense recognised in a period 

should be included in surplus or deficit for the period unless 

another Standard of GRAP requires otherwise. This implies that 
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PERSON 

START 

DATE 

END 

DATE 


UDIT COMMENT / FINDING 

MANAGEMENT 

RESPONSIBIL 

No 


RESPONSE 


E 


reserve accounting is not allowed in terms of GRAP. 






I 

Contrary to the above, the municipality increased the accumulated 

Financial Statements will be 

MRL Inc 

01/02/2010 

26/02/2010 


surplus by reducing the depreciation charge and recognising the 

corresponding entry of R6 172 577 for the 2008-09 financial year 

and R4 566 070 for the 2007-08 financial year in the government 

grant reserve. 

corrected 





li 

According to the general ledger, transfers between the 


MRL Inc 

01/02/2010 

26/02/2010 


accumulated surplus and the government grant reserve amounting 

The amounts will be investigated 






to R80 352 105 were made. 1 could not obtain documents 

supporting the journal entries in respect of these transfers. The 

statement of changes in net assets, however, indicates that no 

and the corrections will be made 













property, plant and equipment of R44 573 714 and offsetting of 

depreciation of R4 566 070 were transferred between the 

government grant reserve and the accumulated surplus according 

to the statement of changes in net assets during the prior year. No 

journal entries were processed in the general ledger for these 

transfers. Since the department’s accounting records did not 

permit the application of reasonable alternative audit procedures, 1 

was unable to obtain all the information and explanations 1 

considered necessary to confirm the transfers 






b 

The closing balance of the government grant reserve must be 


MRL Inc 

01/02/2010 

26/02/2010 


equal to the net book value of assets funded from grants according 

A register is kept on Excel. The 






to the accounting policy applied. Due to the errors as reported 

problem is within the Government 






above and the fact that the municipality did not maintain a register 

Grant Reserve and this will be 






of assets financed from grants, the value of the government grant 

corrected. 






reserve could not be compared to the net book value of assets 







financed from grants 






c 

Due to the incorrect recording of journal entries in respect of the 
government grant reserve account, the following misstatements 
occurred: 







The government grant reserve as disclosed in the statement of 

changes in net assets is overstated by R1 035 366. 







General expenses according to note 22 to the financial statements 


MRL Inc 

01/02/2010 

26/02/2010 


is overstated by R1 225 216. 

Employee-related costs according to note 18 to the financial 

The financial statements will be 






statements is overstated by R1 89 850 

corrected 






Expenditure 






12 . 

For reasons as detailed below 1 was unable to obtain sufficient 

appropriate audit evidence as to the occurrence, completeness 

and accuracy of expenditure of R109 946 631 (2008: R91 880 382) 

as disclosed in the statement of financial performance. 






a 

1 was unable to obtain supporting documents for expenditure 

Documents will be obtained and 

Expenditure Accountant 

18/01/2010 

31/01/2010 


amounting to R1 760 381. As the municipality did not implement 

adequate control measures to prevent and identify expenditure 

incurred without supporting documents, 1 was unable to perform 

alternative procedures and quantify the total misstatement in this 

respect 

submitted to the Auditor-General. 
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PERSON 

START 

DATE 

END 

DATE 


UDIT COMMENT / FINDING 

MANAGEMENT 

RESPONSIBIL 

No 


RESPONSE 

E 

b 

I was unable to obtain documents supporting the fact that goods 

A system was put in place to 

Expenditure Accountant 

On-going 

On-going 


and services amounting to R780 800 were received by the 

ensure that all payments are 





municipality. Due to the extent of the weakness no alternative 

signed by the relevant 





procedures could be performed and I could not obtain adequate 

Departmental Head that the items 





information to quantify the total misstatement in this respect. 

were received or that the work had 





Consequently, sufficient appropriate audit evidence as to the 

occurrence of expenditure could not be obtained. 

been done. 




c 

General expenses of R26 771 896 (2008: R14 037 958) as per the 

statement of financial performance are R27 312 407 (2008: 

R29 913 465) less than the amount of general expenses as 

The amounts will be investigated 

MRL Inc. 

01/02/2010 

26/02/2010 


disclosed in note 22 to the financial statements. The general 

expenses in note 22 are thus overstated by R27 312 407 (2008: 

and corrected. 





R29 913 465) 











d 

The incorrect classification of expenditure resulted in the following 

misstatements of amounts disclosed in the statement of financial 

performance: 

The amounts will be investigated 

MRL Inc. 

01/02/2010 

26/02/2010 


Employee-related costs is understated by R5 034 21 1(2008: 

R4 383 240) 

Remuneration of councillors is understated by R630 790 (2008: 
overstated by R1 186 351). 

Depreciation is overstated by R2 788 705 (2008: understated by 
R432). 

Repairs and maintenance is overstated by R833 505 

and corrected. 





Interest paid is overstated by R251 254 (2008: R420 844). 

Bulk purchases is overstated by R22 161 509 (2008: 

R20 092 545). 






General expenses is understated by R6 274 077 (2008: 

R21 878 914). 











e 

No supporting documentation could be obtained for journal entries 


CFO 

18/01/2010 

31/01/2010 


that impacted on expenditure amounting to R1 141 890. As a 

result, sufficient, appropriate audit evidence as to the 

completeness, accuracy and classification of general expenses 

amounting to R1 141 890 could not be obtained. Due to the lack of 

Documents will be obtained and 





supporting documentation, alternative audit procedures could not 

submitted to the Auditor-General 





be performed 





f 

The trial balance for the prior financial year, after adjusting journals 

were processed, includes the statement of financial performance 


MRL Inc 

01/02/2010 

26/02/2010 


expenditure accounts amounting to R4 716 186. These accounts 

relate to adjustments made during the conversion to Generally 

Recognised Accounting Practice (GRAP) and should have been 

The Financial Statements will be 





included in the accumulated deficit. This resulted in the 

overstatement of general expenditure and the understatement of 

the accumulated deficit by R4 716 186 in the corresponding figures 

for the prior year. 

corrected. 




g 

Possible duplicate payments amounting to R548 795 were 

identified. Supporting documentation could not be obtained to 

confirm whether the payments are in fact a duplicate payment or 

not. Sufficient appropriate audit evidence as to the occurrence of 

expenditure amounting to R548 795 could thus not be obtained. 

Due to the lack of supporting documents alternative audit 

Documents will be obtained and 

CFO 

01/02/2010 

26/02/2010 


procedures could not be performed. 

submitted to the Auditor-General. 






There was one double payment 




h 

The input VAT on a purchase from the bulk water provider of the 

but the funds was deducted from 

CFO 

01/02/2010 

26/02/2010 
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START 

DATE 

END 

DATE 


UDIT COMMENT / FINDING 

MANAGEMENT 

RESPONSIBIL 

No 


RESPONSE 

E 


municipality amounting to R893 366 was incorrectly recorded twice 

on the "Input VAT" account. Bulk purchases are therefore 

understated by R894 366 in the statement of financial 

performance. Due to the reconciliation methods for VAT adopted in 

prior years, 1 cannot confirm the effect of the adjustment on the 

the next claim. 





assets and liabilities disclosed in the statement of financial position 

Entry and statements will be 

corrected. 





Employee Cost 





13 

Section 124(1)(a) and (c) of the MFMA requires the disclosure of 

the salaries, allowances and benefits of the municipal manager, 

chief financial officer, senior managers and councillors. Differences 






between the amounts disclosed in notes 18 and 19 to the financial 

statements and the recalculated amounts based on the payroll 

data and general ledger resulted in the following misstatements: 






The total employee-related cost according to note 18 to the 

financial statements is understated by R5 034 21 1 

The remuneration of the municipal manager according to note 18 

to the financial statements is understated by R162 144 

The remuneration of the chief financial officer according to note 18 

to the financial statements is understated by R1 1 8 020 

The remuneration of senior managers according to note 18 to the 

financial statements is overstated by R12 874 

The remuneration of councillors according to note 19 to the 

financial statements is understated by R630 790. 

The amounts will be investigated 

and corrected. 

MRL Inc. 

01/02/2010 

26/02/2010 


Furthermore, the prior figure for employee costs according to note 


MRL Inc 

01/02/2010 

26/02/2010 





18 to the financial statements is R1 061 509 more than the 

employee costs for the prior year according to the statement of 

financial performance. Employee costs, for the prior year, amount 

to R29 048 317 according to the general ledger. Thus employee 

costs for the prior year as disclosed in note 18 to the financial 

statements are understated by R3 322 731 . 

The amounts will be investigated 

and corrected. 




14. 

During the year, the municipality provided both travel and 

Policies for Travelling and Cell 

CFO 

01/02/2010 

26/02/2010 


cellphone allowances to several employees. However, no 

Phone Allowances are been 





documented or approved policy regarding these allowances could 

developed and will be approved 





be submitted. As a result, the accuracy of the allowances paid 

by Council. 





amounting to R947 380 could not be confirmed. Moreover, no 

details of these allowances were included in the employment 

contracts of the employees to confirm the occurrence and 

accuracy of the allowances. Owing to the lack of supporting 

documents, sufficient appropriate audit evidence as to the 

occurrence and accuracy of travel and cellphone allowances of 

R2 61 0 388 included in employee costs of R33 151 223 as 

disclosed in the statement of financial performance could not be 

obtained. 






Accounts receivable 






For reasons as detailed below, 1 was unable to obtain sufficient 





15. 

appropriate audit evidence as to the existence, rights, 

completeness and valuation of and rights and obligations relating 

to receivables and other receivables of R32 726 219 

(2008: R21 167 226) and R4 661 314 (2008: R6 816 599) 

respectively as disclosed in the statement of financial position, and 
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PERSON 


No 


UDIT COMMENT / FINDING 


the related detailed disclosure in notes 12 and 13 to the financial 
statements: 


MANAGEMENT 

RESPONSE 


RESPONSIBIL 

E 


START 

DATE 


a 


Paragraph 58 of IAS 39 states that an entity shall assess, at the 
end of each reporting period, whether there is any objective 
evidence that a financial asset or group of financial assets is 
impaired. The municipality, however, did not assess the consumer 
receivables, individually or by category, for any indication that 
these assets may be impaired. As disclosed in note 12 to the 
financial statements, the provision for doubtful debts amounted to 
R14 319 643 as at 30 June 2009 (2008:R15 931 304). The 
provision made is a general provision, and was not made in 
accordance with the above-mentioned standard. As the relevant 
information was not available I was not able to calculate what the 
impairment charge against trade and other receivables and bad 
debt expense should have been had IAS 39 been applied 
correctly. 


The Financial 
corrected 


Statements will 


be 


MRL Inc 


C 


Several consumers registered for indigent status during the year 
and received a monthly subsidy of R1 00 on their accounts from the 
month in which they applied. However, I could not obtain any 
application forms and documentation supporting the applications of 
these consumers. As a result, sufficient and appropriate audit 
evidence could not be obtained to confirm whether these 
consumers were entitled to the monthly indigent subsidy and 
whether these amounts should have been credited to their 
consumer accounts. Due to the extent of the weakness and the 
limitation of scope regarding supporting documents and number of 
indigents registered, I was unable to quantify the misstatement of 
receivables included in note 12. 


The documents will be obtained 
and will be submitted to the office 
of the Auditor-General 


Revenue Accountant 


Consumer receivables as disclosed in the statement of financial 
position and in note 12 to the financial statements include 
consumer receivables with credit balances amounting to 

R1 964 651 (2008: R2 257 203) that should have been transferred Financial Statements will be 

to payables. Consequently receivables and payables are corrected 

overstated by R1 964 651 (2008: R2 257 203). 


MRL Inc 


I could not obtain sufficient appropriate audit evidence to confirm 
the restatement of the prior year figure of receivables in respect of 
rates from R13 870 021 to RIO 206 673. 


MRL Inc 


Accounts receivable according to note 12 is R4 202 753 less 
e (2008: R81 964 more) than the value of accounts receivable 

according to ageing as disclosed in note 12.1 to the financial 
statements. Consumer debts written off in the prior year according 
to note 12 is also R2 287 341 more than the consumer debts 
written disclosed in note 12.1 to the financial statements. 
Furthermore the provision for doubtful debts according to note 12 
is R473 878 less than the provision for doubtful debts disclosed in 
note 12.1 to the financial statements. The municipality’s records 
did not permit the performance of alternative procedures regarding 
these unexplained differences. 


This amount will be investigated 
and a reconciliation will be 
supplied to the Auditor-General. 


MRL Inc 


Financial Statements will be 
corrected 


01 / 02/2010 


18/01/2010 


18/01/2010 


18/01/2010 


18/01/2010 


No reconciliation between the debtor sub-ledger and the general 
F ledger was performed on a monthly basis and at year-end at the 

electricity service provider. The amount for debtors according to 


Revenue Accountant 


Monthly 


END 

DATE 


31/05/2010 


26/02/2010 


31/01/2010 


31/01/2010 


31/01/2010 


On-going 
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RESPONSIBIL 

E 

G 

h 

the debtor age analysis and general ledger is R843 576 less than 

the total of the debtor sub-ledger transaction list. 

Several debtor accounts were in arrears at 30 June 2009; 

however, no subsequent payments were made by these debtors 

for three months after year-end. Additionally, the service 

agreements entered into between the municipality and the debtors 

could not be obtained. As a result, sufficient and appropriate audit 

evidence regarding the existence of these debtors could not be 

obtained 

The incorrect classification of accounts in the prior year resulted in 
the following misstatements of corresponding amounts disclosed in 
the statement of financial position: 

Accounts receivable are understated by R3 368 804. 

Other receivables are overstated by R4 658 145 

The municipality’s records did not permit the performance of 

alternative audit procedures regarding receivables. Consequently I 

could not gain sufficient appropriate audit evidence as to the 

existence, valuation and completeness of and rights and 

obligations relating to receivables and I could not calculate the 

effect of the adjustment on the assets and liabilities as disclosed in 

the statement of financial position or the income and expenditure 

as disclosed in the statement of financial performance. 

The municipality do reconciliations 

of the debtors and it will be 

performed on a monthly basis. 

Centlec will do reconciliations and 

correct the difference if needed 

These debtors will be investigated 

and contracts will be obtained if 

they are still current debtors. 

Credit Control will collect the 

outstanding balance 

Financial Statements will be 

corrected 

CFO - Centlec 

Revenue Accountant 

Credit Control Accountant 

MRL Inc 

01/02/2010 

18/01/2010 

Daily 

18/01/2010 

On-going 

31/01/2010 

On-going 

31/01/2010 

16. 

Accounts payable 

Paragraph 47 of the Statements of Generally Accepted Accounting 

Practice (GAAP) IAS 39 (AC 133) Financial Instruments: 

Recognition and Measurement states that after initial 

recognition, financial liabilities are measured at amortised cost 

using the effective interest method. Contrary to the above, 

expenses which have deferred payment terms have not been 

discounted by the municipality. Furthermore, trade creditors as 

disclosed in note 5 to the financial statements are not carried at 

amortised cost. The municipality's records and information 

available did not permit the performance of alternative audit 

procedures regarding trade creditors. Consequently, 1 could not 

calculate the amounts by which trade and other creditors, interest 

expenditure and a fair value adjustment were misstated. 

Financial Statements will be 

corrected 

MRL Inc 

18/01/2010 

18/01/2010 

17. 

Paragraph 39 of the IAS 39 states that an entity shall remove a 

financial liability (or part of a financial liability) from its statement of 

financial position when it is extinguished. Cheques amounting to 

R1 391 478 (2008: R225 040) issued before year-end had not yet 

been presented for payment by 30 June 2009. Due to the above, 

accounts payable, as disclosed in note 5 to the financial 

statements, are understated by R1 391 478, and cash and cash 

equivalents, disclosed in note 14, are understated by the same 

amount. 

Financial Statements will be 

corrected 

MRL Inc 

18/01/2010 

31/01/2010 

18. 

Supporting documentation could not be obtained for balances 

amounting to R2 805 918 (2008: R8 851 662) included in accounts 

payable. Furthermore, supporting documentation could not be 

provided for payments totalling R4 536 830 as per the bank 

statements subsequent to year-end. As a result it could not be 

confirmed if these payments relate to transactions before year-end 

that should have been accrued for. As a result, sufficient, 

appropriate audit evidence as to the existence and valuation of 

The supporting documentation will 

be obtained and submitted to the 

Auditor-General for audit 

purposes. 

Expenditure Accountant 

01/02/2010 

26/02/2010 
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No 
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accounts payable amounting to R31 778 766 (2008: R27 712 891) 

as disclosed in note 5 to the financial statements could not be 

obtained. Due to the lack of supporting documentation and 

records, no alternative procedures could be performed and 1 was 

not able to quantify the misstatement in this respect. 





19. 

Included in the corresponding figure for accounts payable as 

disclosed in the statement of financial position and note 5 to the 

financial statements of the prior year is a control account 

amounting to R276 303 that had been created to manage the 

contributions made by the public for the capital infrastructure 

expenses planned to facilitate the installation of new electricity 

connections. This matter has not yet been resolved and due to the 

lack of information 1 was also unable to perform reasonable 

alternative procedures to obtain sufficient appropriate audit 

evidence as to the existence and valuation of this prior year 

payable. 

The relevant documents will be 

obtained and will be submitted to 

the Auditor-General 

CFO - Centlec 

01/02/2010 

26/02/2010 

20. 

The incorrect classification of accounts in the prior year resulted in 

the overstatement of the corresponding amounts disclosed for 

payments in the statement of financial position by R341 214. 

Financial Statements will be 

corrected 

MRL Inc 

18/01/2010 

31/01/2010 

21. 

Capital commitments 

1 was unable to obtain sufficient appropriate audit evidence as to 

the completeness and valuation of the capital commitments 

amounting to R27 906 091 as disclosed in note 26 to the financial 

statements. A list of the capital commitments could not be 

obtained, as the amount disclosed in the financial statements is 

based on an estimated figure. Furthermore, an adequately 

maintained contract register could not be obtained to perform 

alternative procedures. Due to the lack of supporting documents 1 

was also unable to perform reasonable alternative procedures to 

confirm the value and completeness of the commitments. 

The PMU Office will implement a 

contract register that will solve this 

matter. 

Director: Technical 

18/01/2010 

On-going 

22. 

Unauthorised, irregular and fruitless 

and wasteful expenditure 

As at 30 June 2009, the municipality's expenditure for various 

votes exceeded the appropriated budget for those votes due to 

inadequate budget control measures. Although disclosure 

regarding the unauthorised expenditure was made in note 29.3 to 

the financial statements as required in terms of section 125(2)(d) of 

the MFMA, the amount of unauthorised expenditure disclosed is 

understated by R7 468 637. 

Financial Statements will be 

corrected 

MRL Inc 

18/01/2010 

31/01/2010 

23. 

Irregular expenditure of R37 001 287 was incurred during the 

financial year, due to the supply chain management policy and 

regulations relating to the evaluation and requesting of bids that 

were not adhered to. This amount was not disclosed in note 29.2 

to the financial statements as required in terms of section 125(2)(d) 

of the MFMA 

The correct processes were 

followed except for the ones that 

are part of the Forensic Audit. The 

problem is that the documentation 

of the committees cannot be found 

due to the fact that the relevant 

employees left the service of the 

municipality. A system to save 

guard this problem will be 

implemented. 

Municipal Manager 

18/01/2010 

On-going 

24. 

1 could not be provided with sufficient, appropriate audit evidence 

that management had properly identified, investigated and 

recorded all irregular expenditure transactions during the year 

A register will be implemented to 

record all irregular transactions to 

ensure that it can be tracked. 

Municipal Manager 

18/01/2010 

On-going 
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MANAGEMENT 
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No 


RESPONSE 


E 


under review. There were no satisfactory alternative audit 

procedures that I could perform to obtain reasonable assurance 

regarding the completeness of irregular expenditure 





25. 

Fruitless and wasteful expenditure amounting to R4 338 390, as 

set out below, was incurred during the financial year 







Due care had not been taken with regard to payments for salaries. 

Internal Controls had been 

Director: Corporate 

On-going 

On-going 


resulting in an overpayment of salaries amounting to R130 423 

Duplicate payments were made with regard to goods and services. 

implemented. 

CFO 


On-going 

On-going 


amounting to R748 591 

Internal Controls had been 






Interest on outstanding accounts amounting to R65 092 was 

incurred due to late payments 

implemented 

CFO 


On-going 

On-going 


Appropriate processes were not followed with costs of R3 394 284 

This was due to cash flow 

Municipal Manager 

On-going 

On-going 


relating to appointments and promotions of officials 

problems and will improve as the 

cash flow improves 






These amounts were not disclosed in note 29.1 to the financial 

Former Municipal Manager had 

MRL Inc /CFO 

18/01/2010 

31/01/2010 


statements as required in terms of section 125(2)(d) of the MFMA. 

As adequate systems and procedures were not in place to prevent 

and detect fruitless and wasteful expenditure, 1 was not able to 

been dismissed. 



On-going 

On-going 


perform alternative procedures to confirm the amount by which 

Financial Statements will be 






fruitless and wasteful expenditure is misstated. 

corrected. A register for Fruitless 

and Wasteful expenditure will be 

implemented 





26. 

Several amounts totalling R693 778 were incorrectly included as 

Financial Statements will be 

MRL Inc 

18/01/2010 

31/01/2010 


part of the amount of R1 895 261 disclosed as fruitless and 

wasteful expenditure, in note 29.1 to the financial statements. 

These amounts represent legal fees incurred during the year and 

should not be disclosed as fruitless expenditure. As a result 

corrected 






fruitless and wasteful expenditure, as disclosed in note 29.1 to the 

financial statements, is overstated by R693 778. 












27. 

Due to a lack of records and supporting documents I could not 

These amounts will be reconciled 

MRL Inc 

01/02/2010 

26/02/2010 


obtain adequate audit assurance as to the accuracy and 

occurrence of fruitless and wasteful expenditure of R2 144 717, 

irregular expenditure of R855 027 and unauthorised expenditure 

of R345 785 as included in the amounts disclosed in note 29 for 

and submitted for audit purposes 






unauthorised, irregular and fruitless and wasteful expenditure. 

Due to the lack of supporting documentation, no alternative 







procedures could be performed. This matter was also reported in 

the prior financial year. 












28. 

No information on any criminal or disciplinary steps taken as a 

Financial Statements will be 

MRL Inc 

01/02/2010 

26/02/2010 


result of such losses or such unauthorised, irregular or fruitless 

and wasteful expenditures or whether these amounts are 

recoverable was disclosed in note 29 to the financial statement as 

required in terms of section 125(2)(d) of the MFMA. The 

distribution loss of R5 637 396 from the water service was not 

disclosed in the notes to the financial statements as required in 

terms of section 125(2)(d) of the MFMA. Furthermore, the 

distribution loss for electricity could not be determined as proper 

records were not kept in respect of distribution losses incurred 

during the year under review and was therefore not disclosed as 

corrected 






required. 






29. 

Inventory 







For reasons as detailed below 1 was unable to obtain sufficient 
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appropriate audit evidence as to the valuation of water inventory of 

R13 066 988 (2008: R2 101 780) as disclosed in the statement of 

financial position and the related detailed disclosure in note 1 1 to 

the financial statements. 

The water stock was not measured by the municipality and 

therefore the calculation of water inventory was based on water 

sales and purchases from 1 July 2007 to 30 June 2009 

Opening water stock as at 1 July 2007 was estimated to be equal 

to the water purchases of the month of June 2007. 

Management's calculations of the value of water inventory as at 30 

June 2008 did not include an estimation of reticulation losses 

whilst management's calculations of the value of water inventory 

as at 30 June 2009 estimated reticulation losses to be 17% of 

purchases. 

Furthermore, based on management's calculations the municipality 

had an average of 338 days in stock as at 30 June 2009 

Based on the above, the valuations of the water inventory as at 

30 June 2008 and 30 June 2009 were not accurately estimated. As 

the water inventory was not measured at 30 June 2008 and 

30 June 2009, 1 could not perform alternative audit procedures to 

obtain sufficient adequate audit assurance as to the valuation of 

the water inventory. 

The water stock will be correctly 

determined in future. 

Director: Technical 

On-going 

On-going 

30. 

Due to unreliable inventory records maintained in the prior year, 

sufficient appropriate audit assurance as to existence, 

completeness and valuation of the corresponding figure in respect 

of consumable stores amounting to R396 360, as disclosed in note 

1 1 to the financial statements, could not be obtained. Due to the 

lack of supporting documentation, no alternative procedures could 

be performed. 

This was corrected in the 2008/09 

financial year as all old stock was 

sold. 

A register to control stationery and 

cleansing material had also been 

implemented. 

CFO 

Budget Accountant 

Completed 

Completed 

Completed 

On-going 

31. 

Unspent conditional grants 

For the reasons listed below 1 could not obtain sufficient 

appropriate audit evidence as to the valuation and completeness of 

unspent MIG conditional grants amounting to R4 845 974 (2008: 

R8 022 130) as disclosed in note 6 to the financial statements. 

Furthermore, sufficient appropriate audit assurance as to the 

accuracy and completeness of revenue recognised for government 

grants and subsidies amounting to R73 607 941 (2008: R81 871 

853) according to the statement of financial performance, could 

also not be obtained 

A letter dated 26 June 2009 from the National Treasury indicated 

that unspent infrastructure grants amounted to R8 803 000 as at 

30 June 2008. Documentation from the National Treasury 

indicating whether the municipality may retain the funds could not 

be obtained. Furthermore, the municipality could not provide 

detailed calculations indicating how the amount of unspent grants 

as at 30 June 2008 was determined. The balance of unspent 

infrastructure grants according to the general ledger amounted to 

R7 074 031 on 30 June 2008. Consequently, the corresponding 

figure for unspent conditional grants according to note 6 to the 

financial statements and the accumulated deficit are understated 

by R1 728 969. 

A reconciliation will be done and 

will be submitted to the Auditor- 

General 

MRL Inc 

01/02/2010 

26/02/2010 
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DATE 


According to the reconciliation of the opening to the closing 
balance of conditional grants, the closing balance of unspent 
conditional grants amounted to R7 682 942 as at 30 June 2009. 
According to note 6 to the financial statements, the balance of the 
unspent conditional grants amounts to R4 845 974. Together with 
an amount of R58 408 that is disclosed as a payable in respect of 
unconditional grants, this led to an understatement of unspent 
conditional grants and receipts according to note 6 to the financial 
statements by R2 901 383 and accounts payable as disclosed in 
note 5 to the financial statements by R748 312 and an 
overstatement of the government grant reserve disclosed in the 
statement of changes in net assets by R3 649 695. 

I could, however, not obtain any information and records indicating 
the balance of unspent conditional grants per project as at 30 June 
2009. Furthermore, I could not obtain correspondence from the 
National Treasury with regard to the unspent conditional grant per 
project as at 30 June 2009. Thus adequate audit assurance as to 
the valuation and completeness of unspent conditional grants per 
project as listed in notes 6 and 17 to the financial statements and 
the accuracy and completeness of revenue according to the 
statement of financial performance could not be obtained. Due to 
the lack of information and records, I could not perform alternative 
audit procedures to obtain the required audit assurance. 


Financial Statements will be 
corrected 


MRL Inc 


18/01/2010 


31/01/2010 


A contract register per contract will 
be implemented to ensure that 
information is available 


Director: Technical 


18/01/2010 


On-going 


32. 


Provisions 


Contrary to the Statement of Generally Recognised Accounting 
Practice, GRAP 19 Provisions, contingent iiabiiities and contingent 
assets the following amounts were incorrectly classified as 
provisions in note 4 to the financial statements instead of being 
classified as payables and accruals. 



2009 

2008 

Audit fee provision 

1 384 968,00 

1 384 968,00 

Leave provision 

2 102 492,00 

2 055 736,00 

Bonus provision 

759 839,00 

759 839,00 

Total 

4 247 299,00 

4 200 543,00 


Financial Statements will be 
corrected 


MRL Inc 


18/01/2010 


31/01/2010 


The accrual for bonuses of R759 839 showed no movement from 
the prior year, while according to calculations performed, the 
accrual is understated by R316 145 as at year-end. Furthermore 
the payables in respect of audit fees of R1 384 968 also showed 
no movement from the prior year, whereas this balance should be 
zero, as the amount due for audit fees of R409 459 as at year-end 
was already included in payables. As a result provisions are 
overstated by R4 247 299, general expenses are overstated by 
R1 384 968, employee-related costs are understated by R316 145 
and other payables are understated by R3 178 476 


In the absence of reliable leave records it was not possible to gain 
sufficient appropriate audit evidence as to the completeness and 
valuation of the accrual for leave amounting to R2 102 492 (2008: 
R2 055 736) as disclosed in note 4 to the financial statements. In 
the absence of reliable leave records it was also not possible to 
perform alternative procedures to accurately confirm the value of 


The HR Section is busy with a 
leave audit where after the leave 
will be put onto the financial 
system and kept up to date. 


Director: Corporate 


On-Going 
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the accrual 


34. 


Long-term liabilities 

I was unable to obtain loan agreements in respect of long-term 
liabilities amounting to R2 849 555 included in the long-term 
liabilities of R2 876 879 (2008: R3 156 001) as disclosed on the 
statement of financial position and in note 2 to the financial 
statements. Alternative procedures performed to obtain the 
agreements from external sources were also not successful. I was 
thus unable to obtain sufficient appropriate audit evidence as to the 
existence and valuation of and the municipality’s obligation in 
respect of long-term liabilities 


The relevant loan agreements will 
be obtained and it will be 
submitted to the Auditor-General 


CFO - Centlec 


35. 


Investments 


Investments amounting to R2 264 641 (2008: R2 192 373) were 
incorrectly classified as non-current asset investments instead of 
cash and cash equivalents according to the definition of cash and 
cash equivalents contained in the Standard of Generally 
Recognised Accounting Practice, GRAP 2 Cash Flow Statements. 
Consequently investments are overstated by R2 264 641 (2008: 
R2 192 373) and cash and cash equivalents are understated by 
the same amount. 


Financial Statements will be 
corrected 


MRL inc 


18/01/2010 


31/01/2010 


36. 


The accounting policy for the investments, as currently disclosed in 
the financial statements, meets the definition of a held-to-maturity 
investment according to IAS 39 and is not appropriate for short- 
term investments 


The accounting policy will be 
corrected 


MRL Inc 


01 / 02/2010 


26/02/2010 


Value-added tax (VAT 


A reconciliation was prepared at year-end to record the amount of 
VAT receivable from the South African Revenue Service (SARS). 
However, amounts totalling R331 267 were not included in the 
reconciliation. As a result the VAT receivable by the municipality of 
R234 529 as disclosed in note 7 to the financial statements is 
understated by R331 227 

At year-end, receivables amounting to R35 690 716 were 
outstanding in respect of vatable services. However, no payables 
were recorded to account for the VAT payable to SARS regarding 
these receivables. As a result, payables included in note 5 to the 
financial statements are understated by R4 383 070. Due to the 
reconciliation methods adopted in prior years, I cannot confirm the 
effect of the adjustment on the income and expenditure disclosed 
in the statement of financial performance. This, however, ultimately 
results in the understatement of accumulated surplus as at 30 
June 2009 by R4 383 070 


The reconciliation and statements 
will be corrected 


The financial statements will be 
corrected 


CFO /MRL Inc 


01 / 02/2010 


26/02/2010 


39. 


Presentation and disclosure 

The following Standards of Generally Recognised Accounting 
Practice (GRAP) are effective for financial periods commencing on 
or after 1 April 2008, These standards were not included in note 
1.2 to the financial statements which lists all the effective 
standards and pronouncements: 

Standards of GRAP: 


The Financial Statements will be 
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Reference 

Topic 

GRAP 13 

Leases 

GRAP 16 

Investment properties 


corrected 


Effective accrual-based IPSAS: 


Reference 

Topic 

IPSAS 20 

Related Party Disclosures 

IPSAS 21 

Impairment of Non-Cash-Generating Assets 


Reference 


IFRS 7 


IAS 19 


IAS 36 


Topic 


Financial Instruments: Disclosures 


Employee Benefits 


Financial Instruments: Presentation 


Effective IFRS and IAS: 


Impairment of Non Cash-Generating assets 


A letter received from the National Treasury with regard to the 
exemption to fully comply with GRAP for the current financial year 
states that no exemptions to comply with GRAP have been 
granted to the municipality. Contrary to the above, the municipality 
disclosed the following exemptions from GRAP within accounting 
policy note 1 .2: 


Financial Statements will be 
corrected 


MRL Inc 


01 / 02/2010 


26/02/2010 


Paragraph 


5: Impairment of property, plant and equipment 


15.1 : Pension, provident and retirement funds 


16: Leases 


17: Financial instruments 


20: Revenue recognition 


Contrary to paragraph 8A of the transitional provisions as per 
Directive 4 for medium and low capacity municipalities issued by 
the Accounting Standards Board the financial statements do not 
disclose the following: 

The fact that the entity has taken advantage of the transitional 
provisions 

Information on the progress made by an entity towards measuring 
assets or liabilities in accordance with the requirements of 
Standards of GRAP and recognising major classes of assets and 
liabilities that have not been recognised in full 


Notes will be added to the 
Financial Statements 


MRL Inc 


01 / 02/2010 


26/02/2010 


Contrary to the Statements of Generally Accepted Accounting 
Practice (GAAP), IFRS 7 (AC 144) Financial Instruments: 
Disclosures the financial statements do not disclose the risks 
arising from financial instruments to which the entity is exposed. 


Financial Statements will be 
corrected 


43. 


Changes to the accounting policy resulting from the initial 


Financial Statements will be 


MRL inc 


01/02/2010 


26/02/2010 
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implementation of the Standards of GRAP were not adequately 

disclosed in terms of the requirements of paragraph 28 of GRAP 3. 

Furthermore, 1 was not able to confirm whether the information 

disclosed in note 25 to the financial statements in respect of prior 

year adjustments resulting from the initial implementation of the 

Standards of GRAP was fairly stated due to the scope limitations 

included in this report and conflicting information contained in the 

note. 

corrected 




44. 

The nature and amount of material expenses were not disclosed 

separately in note 22 to the financial statements as required in 

terms of paragraph 98 of GRAP 1 . 

Financial Statements will be 

corrected 

MRL Inc 

01/02/2010 

26/02/2010 

45. 

After year-end, both the Bethulie and Jagersfontein administrative 

offices were partially destroyed in a fire, constituting a material 

non-adjusting event in terms of the Standards of Generally 

Recognised Accounting Practice GRAP 14, Events after the 

Reporting Date. Although the nature of these events was disclosed 

in note 28 to the financial statements, an estimate of the financial 

effect, or a statement that such estimate cannot be made, was not 

disclosed as required in terms of paragraph 27 of GRAP 14. 

Financial Statements will be 

corrected 

MRL inc 

01/02/2010 

26/02/2010 

46. 

According to section 125(1) of the MFMA the total amounts paid in 

audit fees, taxes, levies, duties, pension and medical aid 

contributions and contributions to local government, and whether 

any amounts were outstanding as at the end of the financial year, 

must be disclosed. No disclosure in this respect was made in the 

financial statements. 

Financial Statements will be 

corrected 

MRL inc 

01/02/2010 

26/02/2010 

47. 

At the end of the financial year 1 2 councillors had amounts totalling 

R26 970 (2008: R12 275) outstanding for more than 90 days which 

were not disclosed in the notes to the financial statements as 

required in terms of section 124(1)(b) of the MFMA 

Financial Statements will be 

corrected 

MRL inc 

01/02/2010 

26/02/2010 

48. 

The non-compliance with the MFMA as listed in the report was not 

disclosed in the financial statements as required by section 

125(2)(2) of the MFMA 

Financial Statements will be 

corrected 

MRL inc 

01/02/2010 

26/02/2010 

49. 

Cash flow statement 

I was not able to confirm whether the cash flow statement and the 

related notes are fairly stated due to the material effect on the cash 

flow statement and related notes of scope limitations and identified 

misstatements as reported in this report 

The Cash Flow Statement will be 

reconciled and corrected where 

needed. 

MRL Inc 

01/02/2010 

31/03/2010 

50. 

Disclaimer of opinion 

Because of the significance of the matters described in the Basis 

for disclaimer of opinion paragraphs, I have not been able to obtain 

sufficient appropriate audit evidence to provide a basis for an audit 

opinion. Accordingly, I do not express an opinion on the financial 

statements 






other Matters 






I draw attention to the following matters that relate to my 

responsibilities in the audit of the financial statements: 





51. 

Material inconsistencies in information 

included in the annexures to the financial 

statements 

The annexures to the financial statements, set out on pages 46 to 

52, contain material errors and the information contained therein is 

The financial Statements will be 

corrected 

MRL Inc 

01/02/2010 

26/02/2010 
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inconsistent with the information contained in the annual financial 

statements in respect of property, plant and equipment, revenue, 

expenditure and surplus for the year reported in both the 2008 and 

the 2009 financial years 





52. 

Unaudited supplementary schedules 

The supplementary information set out on pages 46 to 52 does not 

form part of the financial statements and is presented as additional 

information. I have not audited these schedules and accordingly I 

do not express an opinion thereon 






Non-compliance with 

applicable legislation 






Municipal Finance Management 

Act, 2003 (Act No. 56 of 2003) 





53. 

According to section 65(2)(e) of the MFMA, the accounting officer 

of a municipality must ensure that all money owing by the 

municipality is paid within 30 days of receiving the relevant invoice 

or statement, unless prescribed otherwise for certain categories of 

expenditure. In respect of payments totalling R28 031 708, 1 was 

unable confirm that payments were made within the prescribed 

period 

A stamp will be made to ensure 

that all invoices received receive a 

date stamp of the date received. 

This will ensures that the Auditor- 

General can verify any late 

payments. 

Expenditure Accountant 

18/01/2010 

On-going 

54. 

Section 127(2) of the MFMA prescribes that the accounting officer 

of a municipality must table the annual report of the municipality in 

the council within seven months after the end of the financial year. 

The annual report of the municipality was, however, not tabled by 

the accounting officer within the prescribed time frame 

The Annual report was completed 

in time but due to the fact of the 

political problems experienced the 

Council did not meet. 

Municipal Manager 

01/11/2009 

31/01/2010 

55. 

In terms of section 1 29(1 ) of the MFMA, the council of a 

municipality must consider the annual report of the municipality 

and by no later than two months from the date on which the annual 

report was tabled in the council, adopt an oversight report 

containing the council’s comments on the annual report. I could not 

be provided with evidence that an oversight report had been 

prepared by the council 

An Oversight Committee had been 

appointed by Council but they 

must still hand in their report. 

Municipal Manager 

18/01/2010 

31/01/2010 


Municipal Systems Act, 2000 (Act No. 

32 of 2000) (MSA) 





56. 

The council only met in the first and last quarter of the financial 

year, and not on a quarterly basis as required by section 18(2) of 

the MSA. 

This was due to severe political 

problems in the municipality. This 

was solved and Council are now 

sitting regularly. 

Municipal Manager 

On-going 

On-going 

57. 

In terms of section 57(1 )(b) of the MSA, a 

performance agreement must be concluded on an 

annual basis with the municipal manager of a 

municipality and a person to be appointed as a 

manager directly accountable to the municipal 

manager. I could not be provided with 

performance agreements for the section 57 

The Performance Agreements are 

now in place 

Municipal Manager 

Completed 

Annually 
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managers. 






Governance framework 





58. 

The governance principles that impact the auditor’s opinion on the 

financial statements are related to the responsibilities and 

practices exercised by the accounting officer and executive 

management and are reflected in the internal control deficiencies 

and key governance responsibilities addressed below: 






Internal control deficiencies 






Section 62(1)(c)(i) of the MFMA states that the accounting officer 

must ensure that the municipality has and maintains effective, 

efficient and transparent systems of financial and risk management 

and internal control. The table below depicts the root causes that 

gave rise to the deficiencies in the system of internal control, which 

led to the disclaimer of opinion. The root causes are categorised 

according to the five components of an effective system of internal 

control. (The number listed per component can be followed with 

the legend below the table.) In some instances deficiencies exist in 

more than one internal control component 







Par. 

no. 

Basis for 
disclaimer of 
opinion 

C 

E 

R 

A 

CA 

1C 

M 


With the help of the Internal audit 

section all internal control 

problems will be addressed and 

proper controls implemented 

Internal Audit / Municipal 

Manager and all Directors 

On-going 

On-going 

5 

Property, plant and 
equipment 



4,5 

1 

2 

6 

Revenue 

5 

3 

3,4, 

5 

1 

2 

7- 

10 

Accumulated 

surplus 



5 


2 

11 

Government grant 
reserve 



5 


2 

12 

Expenditure 



3,4, 

5 


1,2 

13- 

14 

Employee costs 



4,6 


2 

15 

Accounts 

receivable 

5 

2, 

4 

3,4 

1 

2 



16- 

19 

Accounts payable 



3,4 


1,2 



20 

Capital 

commitments 



4 



21- 

27 

Unauthorised, 
irregular and 
fruitless and 
wasteful 
expenditure 

3 

5 


4,5 


1,2 

28- 

29 

Inventory 



5 


2 


30 

Unspent 

conditional grants 



5 



31- 

32 

Provisions 



4 


1 



33 

Long-term 

liabilities 



4,5 



34- 

35 

Investments 




1 

2 

36- 

37 

Value-added tax 



5 

1 


38- 

47 

Presentation and 
disclosure 



5 

1 

1,2 

48 

Cash flow 
statement 



4 




Overall reflections on t 

governance framework 

on internal control defii 

he 

based 

ciencies 





60. 

Numerous officials were appointed in acting positions for a 

significant portion of the year. This impacted the ability of the 

municipality to continue performing functions as there was little or 

no continuity. Furthermore, this resulted in documentation being 

The municipality is rectifying the 

situation 

Municipal Manager 

1 October 

2009 

On-going 
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UDIT COMMENT / FINDING 


No 


MANAGEMENT 

RESPONSE 


PERSON 


RESPONSIBIL 

E 


START 

DATE 


END 

DATE 


lost or misfiled, as officials in acting positions were not aware of 
the actions of those who had previously held those positions. The 
chief financial officer position had been vacant since April 2009 
and was not filled at the date of my report 


Officials did not take responsibility for errors identified during the 
audit and for actions required to rectify matters. A significant 
amount of documentation was not available for audit procedures, 
resulting in numerous qualifications based on a limitation of scope 


This had been addressed at a 
meeting held with all management 
to ensure that all employees take 
responsibility 


Municipal Manager and all 
Directors 


On-going 


On-going 


62. 


Staff in the finance unit and consultants that were engaged to 
compile the financial statements did not have a clear 
understanding of the financial reporting framework and the 
municipality did not have adequate individuals competent in 
financial reporting and related matters. The work performed by 
consultants was not adequately monitored and supervised by the 
accounting officer. 


The former CFO handled the 
implementation of GRAP and this 
resulted in a lack If communication 
when he resigned. This problem 
will be addressed. 


Municipal Manager and CFO 


On-going 


On-going 


63. 


The fact that the financial statements contained significant errors is 
attributed to the accounting officer not developing and 
implementing adequate control measures to ensure that financial 
statements and financial reporting information were properly 
reviewed before submission to the Auditor-General. The chief 
financial officer and audit committee also did not adequately review 
the financial statements before submission to the Auditor-General. 
These weaknesses indicate a serious lack of oversight over 
financial reporting in the municipality 


The problem was that the 
consultants were late with the 
submitting of the financial 
statements and neither the Acting 
CFO or Audit Committee had any 
time to verify any information. 

Due dates will be set in future for 
the consultants to ensure 
sufficient time is available for 
reviewing. 


CFO 


18/01/2010 


31/08/2010 


Monitoring and supervision by the senior managers responsible for 
financial administration during the financial year was insufficient 
and there was a lack of leadership oversight 


The Municipal Manager was 
suspended from March 2009 and 
the CFO resigned in May 2009. 
This caused the lack of 
management during the financial 
year. A new Municipal Manager 
had been appointed as well as all 
the positions of acting accountants 
had been filled. 


Municipal Manager /CFO 


‘01/12/2009 


On-going 


Legend 

CE = Control environment 

The organisational structure does not address 
areas of responsibility and lines of reporting to 
support effective control over financial reporting. 

1 

Management and staff are not assigned 
appropriate levels of authority and responsibility 
to facilitate control over financial reporting. 

2 

Human resource policies do not facilitate 
effective recruitment and training, disciplining 
and supervision of personnel. 

3 

Integrity and ethical values have not been 
developed and are not understood to set the 
standard for financial reporting. 

4 

The accounting officer/accounting authority does 
not exercise oversight responsibility over 
financial reporting and internal control. 

5 

Management’s philosophy and operating style do 
not promote effective control over financial 
reporting. 

6 

The entity does not have individuals competent 
in financial reporting and related matters. 

7 

RA = Risk assessment 

Management has not specified financial reporting 
objectives to enable the identification of risks to 
reliable financial reporting. 

1 

The entity does not identify risks to the 
achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and 
impact of the risks identified. 

3 

The entity does not determine a risk 
strategy/action plan to manage identified risks. 

4 

The potential for material misstatement due to 
fraud is not considered. 

5 

CA = Control activities 

There is inadequate segregation of duties to I 1 
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No 
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E 
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DATE 


END 

DATE 



prevent fraudulent data and asset 
misappropriation. 


General information technology controls have not 
been designed to maintain the integrity of the 
information system and the security of the data. 

2 

Manual or automated controls are not designed 
to ensure that the transactions have occurred, 
are authorised, and are completely and 
accurately processed. 

3 

Actions are not taken to address risks to the 
achievement of financial reporting objectives. 

4 

Control activities are not selected and developed 
to mitigate risks over financial reporting. 

5 

Policies and procedures related to financial 
reporting are not established and communicated. 

6 

Realistic targets are not set for financial 
performance measures, which are in turn not 
linked to an effective reward system. 

7 

IC = Information and communication 

Pertinent information is not identified and 
captured in a form and time frame to support 
financial reporting. 

1 

Information required to implement internal control 
is not available to personnel to enable internal 
control responsibilities. 

2 

Communications do not enable and support the 
understanding and execution of internal control 
processes and responsibilities by personnel. 

3 

M = Monitoring 

Ongoing monitoring and supervision are not 
undertaken to enable an assessment of the 
effectiveness of internal control over financial 
reporting. 

1 

Neither reviews by internal audit or the audit 
committee nor self-assessments are evident. 

2 

Internal control deficiencies are not identified and 
communicated in a timely manner to allow for 
corrective action to be taken. 

3 

Key governance responslbll 

ties 


The MFMA tasks the accounting officer with a number of 


responsibilities concerning financial and risk management and 
internal control. Fundamental to achieving this is the 
implementation of key governance responsibilities, which I have 
assessed as follows 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily 

available and provided in a timely manner 

1. 

No significant difficulties were 
experienced during the audit 
concerning delays or the availability 
of requested information. 


X 

Quality of financial statements and related 

management information 

2. 

The financial statements were not 
subject to any material 
amendments resulting from the 
audit. 

X 


3. 

The annual report was submitted 
for consideration prior to the tabling 
of the auditor’s report. 

X 


Timeliness of financial statements and management 

information 
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E 
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DATE 


4. 

The annual financial statements 
were submitted for auditing as per 
the legislated deadlines in section 

126 of the MFMA. 


X 

Availability of key officiais during audit 

5. 

Key officials were available 
throughout the audit process. 

X 


Deveiopment of and compiiance with risk 

management, effective internai controi and 

governance practices 

6. 

Audit committee 




• The municipality had an 

audit committee in operation 
throughout the financial year. 

X 


• The audit committee 

operates in accordance with 
approved, written terms of 
reference. 


X 

• The audit committee 

substantially fulfilled its 
responsibilities for the year, 
as set out in section 166(2) 
of the MFMA. 


X 

7. 

Internal audit 




• The municipality had an 

internal audit function in 
operation throughout the 
financial year. 

X 


• The internal audit function 

operates in terms of an 
approved internal audit plan. 


X 





• 1 ne internal auoit Tunction 

substantially fulfilled its 
responsibilities for the year. 


X 


as set out in section 165(2) 
of the MFMA. 



8. 

There are no significant 
deficiencies in the design and 
implementation of internal control in 
respect of financial and risk 
management. 


X 

9. 

There are no significant 
deficiencies in the design and 
implementation of internal control in 
respect of compliance with 
applicable laws and regulations. 


X 

10. 

The information systems were 
appropriate to facilitate the 
preparation of the financial 
statements. 


X 

11. 

A risk assessment was conducted 
on a regular basis and a risk 
management strategy, which 
includes a fraud prevention plan, is 
documented and used as set out in 
section 62(1)(c)(i) of the MFMA. 


X 

12. 

Powers and duties have been 
assigned as set out in section 79 of 
the MFMA. 


X 

Foiiow-up of audit findings 

13. 

The prior year audit findings have 
been substantially addressed. 


X 

14. 

SCOPA resolutions have been 
substantially implemented. 


X 
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E 


START 
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END 

DATE 


Issues relating to the reporting of performance 
information 

15. 

The information systems were 
appropriate to facilitate the 
preparation of a performance report 
that is accurate and complete. 


X 

16. 

Adequate control processes and 
procedures are designed and 
implemented to ensure the 
accuracy and completeness of 
reported performance information. 


X 

17. 

A strategic plan was prepared and 
approved for the financial year 
under review for purposes of 
monitoring the performance in 
relation to the budget and delivery 
by the Kopanong Local Municipality 
against its mandate, predetermined 
objectives, outputs, indicators and 
targets as required by section 68 of 
the MFMA. 


X 

18. 

There is a functioning performance 
management system and 
performance bonuses are only paid 
after proper assessment and 
approval by those charged with 
governance. 

X 



Overall reflections on the 
governance framework based on 
other key governance requirements 


66. 


Numerous officials were appointed in acting positions for a 
significant portion of the year. This impacted the ability of the 
municipality to continue performing functions as there was little or 
no continuity. This resulted in documentation being lost or misfiled, 
as officials in acting positions were not aware of the actions of 
those who had previously held those positions 


The municipality is rectifying the 
situation 


Municipal Manager 


1 October 
2009 


On-going 


Political interference detrimentally affected oversight and 
hampered the implementation of key governance responsibilities. 
As a result the terms of reference of the audit committee could not 
be finalised, a risk assessment could not be performed, and 
powers and responsibilities could not be delegated 


The situation had been rectified 


Municipal Mayor 


1 March 2009 


Completed 


The work of the consultants engaged to compile the financial 
statements was not adequately monitored to ensure that the 
annual financial statements were submitted to the Auditor-General 
as per the legislated deadlines 


The former CFO handled the 
implementation of GRAP and this 
resulted in a lack If communication 
when he resigned. This problem 
will be addressed. 


Municipal Manager and CFO 


On-going 


On-going 


69. 


The audit committee did not function as intended, as the audit 
committee charter was not approved by the council and several 
functions of the audit committee were not performed during the 
financial year, as the internal audit section was not functional. The 
financial statements were also not reviewed by the audit committee 


The Internal Audit Section is now 
functioning and the municipality 
has now also a functional Audit 
Committee in the form of a shared 
District Audit Committee 


Municipal Manager 


Completed 


On-going 


70. 


The accounting officer did not actively monitor the implementation 
of the SCOPA resolutions and the action plan to correct prior year 
audit findings, which resulted in matters previously reported 
regarding the audit committee, internal audit and irregular 
expenditure not being addressed 


A system had been developed to 
ensure that regular follow ups are 
been done on all outstanding 
issues. 


Municipal Manager 


01 / 02/2010 


On-going 


The head of the internal audit unit did not implement an action 
plan, and did not perform any internal audits during the year due to 
interference by the accounting officer. As a result, several 
deficiencies in the internal controls regarding financial and risk 


The Internal Audit Section is now 
fully functional 


Municipal Manager 


On-going 


On-going 
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No 
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E 


management and non-compliance with laws and regulations were 

not addressed, since deficiencies were not reported to 

management, and follow-up audits were not performed to monitor 

whether management took adequate action to address deficiencies 

in internal control 





72. 

The non-compliance with laws and regulatory requirements is a 

result of the accounting officer failing to implement adequate 

policies and procedures and to monitor the compliance with laws 

and regulations 

The former Municipal Manager 

has been dismissed and a new 

Municipal Manager had been 

appointed and she is ensuring that 

departments implement control 

systems 

Municipal Manager 

01/10/2010 

On-going 


Investigations 





73. 

As requested by the municipality, an 

investigation was conducted during 

the year under review concerning 

consuitants that were possibiy 

irreguiariy appointed by the former 

municipai manager. The 

investigation was stili ongoing at the 

reporting date 






REPORT ON OTHER LEGAL AND 

REGULATORY REQUIREMENTS 












Findings on performance 

information 






Non-compliance with 

regulatory requirements 






Existence and functioning of a 

performance audit committee 





79. 

The Kopanong Local Municipality did not appoint and budget for a 

performance audit committee, nor was another audit committee 

utilised as the performance audit committee, as required by 

regulation 14(2) of the Municipal Planning and Performance 

Management Regulations, 2001 

This problem had been solved as 

the municipality is now using a 

shared Audit Committee of the 

District and they have also been 

appointed as a Performance Audit 

Committee 

Municipal Manager 

Completed 

On-going 


No service delivery and budget 

implementation plan 





80. 

The accounting officer did not submit to the mayor a draft service 

delivery and budget implementation plan (SDBIP) for the budget 

SDBIP’s for the 2009/10 financial 

year had been developed and will 

Municipal Manager 

01/11/2010 

‘31/01/2010 
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RESPONSIBIL 

E 


year within 14 days after approval of the annual budget as required 

by section 69(3)(a) of the MFMA. The municipality’s SDBIP was 

thus not approved by the mayor within 28 days after approval of 

the budget as required by section 53(1)(c)(ii) of the MFMA 

be approved by the Mayor 





Lack of adoption or implementation 

of a performance management 

system 





81 

The municipal manager did not ensure that the municipality has 

and maintains an effective, efficient and transparent system of 

internal controls regarding performance management, which 

describe and represent how the institution’s processes of 

performance planning, monitoring, measurement, review and 

reporting will be conducted, organised and managed, as required 

in terms of section 38 of the MSA 

The Municipality is busy reviewing 

the PMS system to ensure that it 

is credible and will be able to 

produce the correct reports 

PMS Manager 

01/11/2009 

‘31/03/2010 


Content of the integrated 

development plan 





82 

The integrated development plan (IDP) of the Kopanong Local 

Municipality did not include the key performance indicators and 

performance targets determined in terms of its performance 

management system, as required by sections 26(i) and 41(1)(b) of 

the MSA and regulation 12 of the Municipal Planning and 

Performance Management Regulations, 2001 

Both the IDP and PMS is been 

reviewed and care will be taken to 

ensure that the correct KPI’s are 

in both documents. 

Strategic Manager 

‘01/11/2009 

‘31/03/2010 


No mid-year budget and performance 

assessments 





83 

1 could not be provided with evidence that the report by the 

accounting officer on mid-year budget and performance 

assessments was submitted to the mayor and Provincial Treasury, 

as required by section 72 of the MFMA 

The mid-year review was done but 

due to the political problems the 

Council never sit to discuss the 

review. This will be done in future. 

Budget Accountant 

‘01/11/2009 

31/01/2010 


Performance results of the previous 

year not disclosed 





84. 

A comparison between the current and previous year's 

performance was not included in the annual performance report, 

as required by section 46(1 )(a) of the MSA. 

The current system did not make 

provision for more than one year’s 

information. The system is 

however been reviewed and it will 

in future provide for two year’s 

figures. 

Performance Manager 

‘01/11/2009 

‘31/03/2010 


Measures to improve performance 

not disclosed 





85. 

The measures implemented to improve the performance of the 

municipality were not disclosed in the annual report, as required by 

section 46(1 )(c) of the MSA. 

Measures to improve performance 

will be given with the new 

reviewed system 

Performance Manager 

‘01/11/2009 

31/03/2010 

86 

The Kopanong Local Municipality did not comply with regulatory 

requirements regarding performance information due to the fact 

that there were no personnel in certain key positions during the 

year under review to attend to the requirements and senior staff 

did not effectively monitor the compliance with regulatory 

requirements 

A manager had been allocated to 

the PMS and therefore this 

problem is solved 

Municipal Manager 

‘01/11/2009 

On-going 
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Usefulness and reliability of reported 

performance information 





87. 

The following criteria were used to assess the usefulness and 

reliability of the information on the municipality’s performance with 

respect to the objectives in its IDP: 

Consistency: Has the municipality reported on its performance 

with regard to its objectives, indicators and targets in its approved 

IDP? 

Relevance: Is the performance information as reflected in the 

indicators and targets clearly linked to the predetermined 

objectives and mandate? Is this specific and measurable, and is 

the time period or deadline for delivery specified? 

Reliability: Can the reported performance information be traced 

back to the source data or documentation and is the reported 

performance information accurate and complete in relation to the 

source data or documentation? 

The following findings relate to the above criteria: 






Inconsistently reported performance 

information 





88. 

The Kopanong Local Municipality did not report consistently on its 

performance information with regard to the development priorities 

as per the approved IDP. The inconsistencies can be attributed to 

the lack fact that the municipal manager did not implement 

effective and efficient controls regarding the reporting of 

Both the IDP and PMS is been 

reviewed and care will be taken to 

ensure that the correct KPI’s are 

in both documents. 

Strategic Manager 

‘01/11/2009 

‘31/03/2010 


performance information. 






Reported performance information 

not reliable 






Lack of source documentation 





89. 

Sufficient appropriate audit evidence in relation to the reported 

performance information of the water, electricity and roads, streets 

and storm water programmes could not be obtained, as the 

relevant source documentation could not be provided for audit 

purposes 

All source documents will in future 

be filed at HQ for audit purposes/ 

Strategic Manager 

01/11/2009 

31/03/2010 


Source information not accurate and 

complete 





90 

The source information or evidence provided to support the 

reported performance information with regard to the water and 

parks and recreation programmes did not adequately support the 

accuracy and completeness of the facts. 

The Internal Audit Section will in 

future audit all PMS information 

and this will ensure that the 

information is more reliable 

Strategic Manager 

01/04/2010 

On-going 

91 

Service delivery and performance measurement were not 

adequately monitored and supervised by senior management. No 

oversight was performed to ensure that the systems in respect of 

performance information were effective and that performance 

information reports were reliable and complete. 

With a dedicated manager in 

place oversight and control will be 

in place. 

Strategic Manager 

01/04/2010 

On-going 
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MINUTES 

XHARIEP SHARED AUDIT COMMITTEE MEETING HELD ON FRIDAY, 20 
JANUARY 2010 AT 08h30am, AT THE XHARIEP DISTRICT BOARDROOM A, 

TROMPSBURG 


1. OPENING AND WELCOME 


o The meeting was opened at 09:05am and Mr. M. Mohlakoana welcomed everyone 
present 


2. ATTENDANCE AND APOLOGIES 


o Attendance register was circulated. 


Present 

Status 

Mr. M. Mohlakoana 

Member 

Mr. S. Rapulungoane 

Member 

Mrs. L. Moletsane 

Municipal Manager: Kopanong 

Mr. T. Panyani 

Chief Financial Officer: Xhariep 

Mr. J. Styane 

Act. Director: Finance: Kopanong 

Mr. S. Lekhalanyane 

Chief Financial Officer: Mohokare 

Mr. L. Sekonya 

Chief Internal Auditor: Xhariep 

Mr. V. Litabe 

Chief Internal Auditor: Kopanong 

Mrs. N. Panyani 

Internal Auditor: Kopanong 

Mrs. F. Siqwana 

Letsemeng Municipality 

Mr. J. Maree 

Office of the Auditor General 

Mr. N. McCarthy 

Office of the Auditor General 

Mr. Winpie Brits 

Free State Cooperative 


Governance, Traditional Affairs and Human 
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Mr. Danie de Waal 

Settlements 

KPMG 



Apologies 

Status 


Mr. S. Majola 

Member 


Mr. K. Motsoeneng 

Municipal Manager: Mohokare 

Mr. T. Mkhwane 

Municipal Manager: Xhariep 

Mr. H. Leburu 

Free State Provincial Treasury 

Ms. T. Lekhera 

Free State Provincial Treasury 

Mr. J. Naude 

KPMG 


Ms. S. Matoushaya 

KPMG 


Mr. P. Botha 

Free State Cooperativt 

j Governance, 


Traditional Affairs and Human Settlements 


Secretariat 

Status 


Mr. V. Litabe 

Chief Internal Auditor 

: Kopanong 


3. QUORUM AND DECLARATION OF INTEREST 

o The permanent members formed a quorum and no declaration of interest was 
confirmed 

4. CONFIRMATION OF AGENDA 

o MATTERS ARISING FROM THE PREVIOUS MEETING 

1 . Functioning of a Shared Audit Committee 

2. Delivery on Commitments 

3. TheroleofKPMG 
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o The agenda was adopted 


5. MINUTES OF PREVIOUS MEETING 


o Minutes of previous meeting were reviewed and approved 


6. MUNICIPAL SUBMISSIONS AND APPROVAL 


The following documents were submitted to the Audit Committee: 

• Xhariep District Municipality 

- 2008/2009 Annual Report 

- 2008/2009 Action Plan 

- Risk Assessment report 

• Kopanong Local Municipality 

- 2008/2009 Annual Report 

- 2008/2009 Action Plan 

• Mr. Mohlakoana requested that Municipalities should submit documentation in 

time so that the Audit Packs could be prepared and distributed timeously and to give 
members ample time to prepare for meetings. 

• Mr. Mohlakoana requested that the Kopanong Municipality’s 2008/2009 Annual 
Report be reviewed and other Municipalities will use it as a model and the inputs from 
members will be included to a final report. 

• Kopanong 2008/2009 Annual Report was reviewed in the meeting 

• Mr. Mohlakoana advised that the Municipalities should put in place the policies, 
systems and controls on Performance Management Systems (PMS). 

• The members agreed that the Audit Reports be withdrawn from the meeting as they 
are still confidential information until tabled in council. 

• Mr. Mohlakoana requested that the Internal Auditors should submit a report on the 
assessment of the adequacy of system designs, policies and procedures of Performance 
Management System in the Municipalities. 

• Mr. Brits made mention that the Free State Provincial Treasury as well as CoGTA 
gives Technical Support especially of PMS. 

• Mr. McCarthy also made mention that the Office of the Auditor General can be 
consulted regarding the PMS. 
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• Mr. Maree made mention of a Presentation by AGSA on Approach to the Audit of 
Performance Information for 2009/10 and onwards, that is scheduled for 21/01/2010 and 
Mr. Mohlakoana requested a commitment for all Municipalities to attend. 

• Mr. Mohlakoana requested that all delegated should make it a point that they are 
informed regarding the activities in their Municipalities as and when they attend SAC 
Meetings in order to can answer any questions asked to them in the meeting. 

Action Plans 2008/2009 

• Action Plans for Xhariep District and Kopanong Local Municipalities were submitted to 
the Chairperson for review. 

• That Mr. Brits should furnish the committee with a report in the next meeting on 
who submitted the Action Plans and who did not. 

Risk Assessment Report 

• Xhariep District Municipalities Risk Assessment Report was submitted to the Chairperson 
for review. 

Internal Audit Report 

• No quarterly internal audit reports were submitted to the Audit Committee. 

Finance Reports 

• No finance reports were submitted to the Audit Committee. 


7. REPORTING 


Matters arisin 2 from previous meeting 

• Risk Officer Position and IT Reviews 

• Me. Moletsane indicated that the Municipal Managers did not meet around the 
above issues. 

• The committee requested Me. Moletsane to communicate with all the Municipal 
Managers within the District and to report back in the next meeting. 


• Attendance to Meetings 

• Mr. Mohlakoana reiterated the importance of the Municipal Managers to attendance 
SAC Meetings. 

• That Mr. Mohlakoana would write a letter to all Municipal Managers requesting 
their absolute respect for SAC Meetings. 


8. INTERNAL AUDIT PROGRESS 
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• Mr Mohlakoana advised the Internal Auditors to establish the District Internal Audit 
Forum as soon as possible and should not necessarily wait for other municipalities to 
appoint their Internal Auditors. 


9. MATTERS ARISING FROM PREVIOUS MEETING 


1. Functioning of Shared Audit Committee 

- Mr. Mohlakoana requested that Me. Moletsane to consult other Municipal 
Managers in the District to draft the Service Level Agreement on the operations of 
the Shared Audit Committee and to report back in the next meeting 

- Mr. McCarthy advised that the committee should have draft a plan for its 
activities for the financial year. 

- It was agreed that the Chairperson will draft a Plan to indicate the committee’s 
activities for the financial year. 

2. Delivery on commitments 

- Mr. Mohlakoana requested that members should honour and deliver on their 
commitments to the committee 

- Mr. Sekonya was instructed to contact Mr. Leburu about the pending reports that 
he was supposed to have submitted to the committee. 

3. TheroleofKPMG 

- Mr. De Waal outlined the roles and responsibilities of KPMG in the Operation 
Clean Audit Report 2014 to Municipalities. 

-The chairperson requested that Mr. de Wall to provide a detailed report in the next 
committee meeting 


10. CLOSURE 


• Date of next meeting will be communicated to all members 

• The meeting concluded at 1 1 :02 am 


CONFIRMED as a correct record of proceedings at the meeting of the Audit 
Committee heid on 20 January 2010. 


Chairperson: 


Date 
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